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Growth of Installment Buying 


By D. RICHARD YOUNG 


Few People Free of Debt. Majority of Cars and Large Volume 


Other Goods Sold on Time. 
Form of Agreement. 
Unrest in Hard Times. 


66 NOTHER new ffinance’ com- 
pany?” the banker says to him- 
self nearly every day. In 
former years he may have con- 

sidered it to be bad practice for his cus- 

tomer to “hock” accounts and notes re- 
ceivable, and the houses soliciting this class 
of business were only a few in number. 

Now the ethical ban has been in large 

part removed and the number of these 

commercial bankers, who also go under the 
names of discount, credit, finance, guaranty, 
brokerage and acceptance companies or 
trusts, is increasing so rapidly that no 
up-to-date figures are available. There are 
literally hundreds in such cities as New 

York, Chicago, Philadelphia, Boston, Pitts- 

burgh, Detroit, San Francisco, Los An- 

geles, St. Louis and Baltimore. 

The banker is interested in these finance 
companies because he is continually re- 
ceiving inquiries from his customers re- 
garding their collateral trust securities as 
well as their capital stock which they offer 
to the investing public, and he may be 
extending credit on a straight, or on a col- 
lateral note basis, to these companies that 
may or may not keep a deposit account 
with his bank. 


From Credit Standpoint 


URTHERMORE he is concerned in the 

general subject of installment buying be- 
cause of its importance from a credit and 
economic standpoint, and in its broader so- 
cial significance when unfavorable business 
conditions in any locality cause a general 
suspension of time payments. 

The purpose of this article is not to take 
sides either for or against the idea of 
installment selling, for its growth has dem- 


A Source of Trouble 


“O UR country seems to be 

running into debt through 
installment buying to a degree 
that is unprecedented, and the 
situation carries with it a very 
real and grave danger.” 

So writes a great merchant and 
a great observer. 

“Our people,’ he continues, 
“buy not only houses on install- 
ment but furniture, clothing, au- 
tomobiles, radio equipment and 
other items. The charge accounts 
in retail stores are much greater 
than formerly. 

“T have a feeling that the dis- 
content that will arise from time 
to time from inability to meet in- 
stallments, and increased pressure 
by the creditors, will result in 
greater industrial and social 
trouble.” 

The accompanying article 
sketches the practices and growth 
of the companies which have 
come into existence to make in- 
stallment buying easy. 


onstrated that it has many advantages and 
is sound financially if administered care- 
fully and honestly. The general criticisms 
against it which are voiced from time to 
time in the press and at gatherings of busi- 
ness men appear to come in many cases 
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The Poor Debtors’ Law in Rhode Island. 


from those trades which have not been 
successful in arranging to finance their 
sales in this manner and which look with 
somewhat envious eyes on the industries 
that have increased their sales and profits 
by this method, of which the automobile 
industry is the leading example. Install- 
ment selling is here to stay. 


Credit Lavishly Used 


F the total volume of business trans- 

acted in this country, it is estimated 
that the portion conducted on the cash-and- 
carry plan, which was a heritage of our 
forefathers, is just 5 per cent. The 95 
per cent balance is sold by creating debt, 
and is paid for at some later date. In 
other words, debt is nearly universal in 
this country, credit is lavishly used, and 
installment buying is encouraged in many 
luxury lines. The proverbial old-time 
family with a mortgage on the homestead 
is succeeded by the modern family with a 
mortgage on the homestead (if any), and 
on the furniture, piano, radio, books, fur 
coat, engagement ring and automobile. 

Last year a man down in Georgia in- 
vited everybody in his county who was 
without debts to attend a barbecue at which 
he would be host. One jesting editor in 
Atlanta said he hoped that “all three” of 
the guests would enjoy themselves. 

J. Harry Tregoe, secretary, National 
Association of Credit Men, is quoted as 
saying: “Credit is the cheapest commodity 
we have today, and the cause of much woe 
to buyer and seller. I look upon the ex- 
travagant use of credit as an attack upon 
our whole system of economy; and there 
can be no doubt that we, as a nation, are 
using credit extravagantly. This not only 
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is the fault-of the public, but of organized 
business as well. 

“Everywhere one goes credit is thrust 
upon him. It takes considerable resolution 
to resist the temptation to buy. Business, 
in its eagerness to sell, has devised a thou- 
sand plans based upon credit. Many people 
buy things they cannot afford, run them- 
selves into debt, and either fail: to meet 
their obligations or else must go through 
a long period of struggle—all caused by 
mistaken purchases. Individual credit, no 
matter how excellent, is the unsafest credit 
in the world as a whole. And it is this 
individual credit which is used so un- 
wisely.” 


Automobile Financing 


HE pioneers in installment selling were 

not the automobile manufacturers, but 
the makers of pianos, organs and other 
musical instruments. Neither is the prac- 
tice an especially recent one, for fifty 
years ago pianos were sold on terms very 
similar to those in use today. The major 
development, however, has come within the 
last twenty-five years, and is closely con- 
nected with the history of the automobile 
industry. 

Though the production of automobiles 
commenced in 1895 with about 300 cars, 
these were of such a crude type that they 
were little more than experiments. It was 
not until about 1899 that the manufacturing 
of automobiles really began to take the 
form of an industry, with an annual pro- 
duction of about 4000 cars. Ten years 
later the rate was approximately 125,000, 
while last year the figure was over 3,500,000 
passenger cars and trucks. The wholesale 
value of this output was $4,748,000 in 1899 
and $2,279,000,000 in 1924, and the capital 
investment in plants $5,769,000 and 
$1,585,000,000 respectively. This is a rec- 
ord probably never before equalled in the 
industrial history of the world. 

The sale of automobiles, which in the 
early days cost $1,000 or more, presented 
a problem in that the average purchaser 
did not have that much money available 
so as to pay cash. He might raise it by 
borrowing, but was loath to put a mort- 
gage on his real estate, and his commercial 
bank did not favorably regard a loan, se- 
cured or unsecured, for this purpose. The 
salesman advanced the logical argument 
that the cost of a car was not an expense 
to be all paid at one time, but rather an 
investment whose value would be realized 
over several years and the payment for 
which could properly be spread over a 
similar period. In the language of the 
accountant, the car is a “deferred charge” 
or “deferred asset” which will eventually 
all be charged to expense by debits dis- 
tributed over the period of its usefulness, 
or it might be regarded as a “fixed asset” 
against which a certain percentage “reserve 
for depreciation” would be charged each 
year. From this reasoning grew the plan 
of allowing the purchaser to buy the car 
by paying at least 30 per cent down, agree- 
ing to pay the balance in monthly install- 
ments usually not to exceed one year, and 
giving a chattel mortgage on the car as 
security for the debt. Terms granted on 
pianos are usually more liberal than in the 
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case of automobiles, and frequently run up 
to 36 months, which practice has brought 
forth severe criticism from some credit 
organizations. 


Investment Capital Used 


HE above transaction leaves the auto- 

mobile manufacturer or dealer with the 
proceeds of his sales represented one-third 
by cash -and two-thirds by promissory notes 
due within a year’s time. If he must 
carry this paper until maturity it will mean 
tying up his own capital for many months. 
If he can rediscount the notes he can 
again use the proceeds in manufacturing 
cars and thereby secure a higher rate of 
turnover of his invested capital and a more 
attractive profit thereon. The bank which 
buys the receivables exercises its proper 
function of lending money, subject to the 
manufacturer’s contingent liability on any 
notes not paid. 

But the banks which objected to loaning 
to an individual to buy a car did not care 
for the manufacturer’s paper either, if it 
was in large amounts and secured by mort- 
gages on automobiles sold to scattered in- 
dividuals, for such security is very difficult 
to keep track of. Here was a new problem, 
but the solution was quickly forthcoming— 
Organize companies to specialize in auto- 
mobile paper, which would have the tech- 
nical experience to handle such business 
safely and would use special methods and 
records in keeping track of the collateral. 
Thus the modern automobile finance com- 
pany was born, although it is based on the 
same principle as the “factors” which for 
many years have operated in the textile 
centers. 

“A recent study,” said the Federal Re- 
serve Bulletin, “states there are today over 
125 finance companies in existence with an 
aggregate capitalization of approximately 
$100,000,000 and a volume of business 
amounting to $1,200,000,000 annually. An 
official of one of the largest com- 
panies gives a smaller figure in each 
case — $65,000,000 capitalization and 
$800,000,000 as the volume of business. 
Another authority places the volume of re- 
ceivables discounted in the eastern states 
alone at roughly half a billion dollars a 
year. The size of the individual company 
varies greatly, from a capital of a few 
thousand to several million. The average 
size of the company specializing in discount- 
ing receivables, however, is larger than that 
financing automobiles, as automobile busi- 
ness as a rule is much easier to obtain and 
new companies can acquire a_ reasonable 
volume in a shorter time. Further, as one 
writer explains, sellers of accounts receiva- 
ble are, generally speaking, larger concerns 
than the average automobile dealer and 
will hesitate to place their business with a 
small or new company. Of the 125 com- 
panies mentioned above, 45 are incorporated 
under the laws of Delaware. In New York 
a number have incorporated under the 
banking laws of that state and are subject 
to regular examination by the State Bank- 
ing Department. Both preferred and com- 
mon stock are usually issued.” 

Most of these finance companies supple- 
ment their own capital by borrowing, and 
thereby are enabled to handle a much great- 
er volume of business and to make larger 


’ 


profits. This borrowing may be from their 
own banks of deposit, by commercial paper 
sold in the open market, and by the dis- 
tribution of securities to the investing public. 

It is understood that to provide for the 
financing of electric lighting fixtures and 
installations on a deferred payment plan 
such organizations as the General Electric 
Company, Western’ Electric Company, 
Westinghouse Electric & Manufacturing 
Company, have organized their own dis- 
count subsidiaries or have made contracts 
with existing companies for similar service. 

In recent years the sale of investment 
bonds and stocks on various “partial pay- 
ment” plans has been developed by a num- 
ber of banking houses, who claim that it 
assists investors to systematically operate a 
budget of savings and expenditures and to 
build up an independent income for their 
later years. 


Losses Negligible 


PPROXIMATELY three-fourths of the 
automobiles sold in the United States 
during 1924 were on a time basis, accord- 
ing to Curtis C. Cooper, president of the 
General Motors Acceptance Corporation. 
The potential market for low priced cars is 
90 per cent a credit market and 50 per cent 
for high priced cars. He believes that the 
industry—second largest in America—is 
founded on the fundamental necessity of 
transportation and not on any whim or 
passing fancy, that the purchaser of an auto- 
mobile gets more for his money in actual 
value than in buying any other commodity, 
and that the satisfactory results of the 
enormous credit used in marketing automo- 
biles shows that the average citizen is basic- 
ally honest and is a very desirable risk. 

Mr. Cooper recently wrote: 

“The General Motors Acceptance Cor- 
poration was organized in January, 1919, 
and has now acquired five years of experi- 
ence. During this period the country has 
run the gamut of good times and bad. Our 
total experience for the period should, 
therefore, represent a cross-section of aver- 
age conditions in our business. 

“Since inception we have financed at re- 
tail close to 475,000 cars, involving credit 
in an amount in excess of $270,000,000, the 
retail value of these cars being approxi- 
mately $400,000,000. 

“In the year 1923, out of a total of 
$215,000,000 of credit extended in whole- 
sale and retail transactions, both foreign 
and domestic, $104,000,000 represents retail 
credits extended to individual purchasers in 
all walks of life, in every state in the Union 
and in Canada and the British Isles, the re- 
tail value being approximately $153,000,000. 

“On our books today we have $50,000,000 
of retail notes outstanding and of this total 
only $25,000 of installments are over sixty 
days in default.” 


The Charges Vary 


HE charges made by companies ad- 

vancing money on accounts and notes 
receivable covering automobiles, clothing, 
musical instruments, electrical apparatus, 
office equipment and jewelry vary consider- 
ably, as would be expected from the diver- 
sity of the lines of business specialized in, 
the different procedures in discounting and 
loaning, and the various grades of creditors 
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represented. Probably the most common 
rate is 1/25 of 1 per cent a day on the 
net face amount of receivables. This is at 
the rate of 14.60 per cent a year. Since 
only 75 to 80 per cent of the face amount 
is advanced the actual rate charged is cor- 
respondingly increased. In addition, there 
is usually a service charge of $5 per $1,000, 
which is supposed to cover the cost of the 
credit, accounting and legal departments, 
which are at the disposal of customers. 

For example, suppose a customer dis- 
counts $50,000 of six-months receivables, ob- 
taining an advance of 75 per cent, amount- 
ing to $37,500, minus the service charge of 
$250, or $37,250. Interest on $50,000 at 
1/25 of 1 per cent a day (payable monthly) 
is $3,650. At the end of six months the 
customer receives the balance between the 
amount advanced and the face amount, pro- 
vided all the receivables are paid—$12,500. 
For the use of $37,250 for six months he 
has, therefore, paid $3,900, or at the rate 
of 20.94 per cent a year. This figure would 
vary up or down as a result of the various 
scales of prices above mentioned, but is 
believed to be a fair estimate. It is to be 
noted that the cost to the customer does 
not include any losses from bad debts, un- 
less they are discounted without recourse 
or are covered by credit insurance, in either 
case involving some extra cost for this item. 

The expense of time-financing is borne 
by the purchaser. Stores that sell on in- 
stallment or on open account usually charge 
higher prices than those selling on strictly 
cash terms. If the purchaser on time finds 
he can pay up the balance before it is due, 
he can secure a rebate for interest in most 
cases. 

It should be kept in mind that when ad- 
vertisers offer merchandise on ridiculously 
easy terms, in some instances automobiles 
for $5 a week, the car is not released on 
such a slender margin. The prospective 
purchaser goes to the dealer, “enrolls” un- 
der the plan by depositing the first $5 pay- 
ment, gets his name on the “preferred order 
list,’ and by the time he has paid 30 per 
cent the dealer makes delivery of the car. 


Imprisonment in Rhode Island 


SURPRISING aspect of this subject 
was brought to light recently by in- 
vestigators of the New York World, who 
found that in Rhode Island the Poor Debt- 
or’s Law still remains in operation, after 
its abandonment as inhuman in almost every 


other part of the world. It is said that 
until a short time ago comparatively few 
people were even conscious of its existence, 
yet it has been resorted to year after year, 
causing an extent of misery and injustice 
which is only now becoming apparent. 

“The law,” says the report, “permits the 
arrest and clapping into jail, without even 
the formality of a court hearing, of any 
men, or women, who have signed agree- 
ments to pay which they are unable or 
unwilling to fulfill, The victims have been 
mostly young men and girls, of almost no 
means, who have failed to complete install- 
ment payments promptly on furnitu®, jewel- 
ry or clothing. 

“The law gives incredible power to in- 
stallment houses over the unfortunates 
whose poverty forces them to buy almost 
every necessity by small payments. Writs 


of arrest under the debtor’s law may be 
purchased by installment houses in whole- 
sale lots from the clerks of District Courts. 
These. writs bear the rubber stamp signa- 
tures of the clerks or judges. All that re- 
mains to be done is the insertion by the 
installment houses or other creditors of 
the names of the debtors to be arrested. 
Filled in by the installment house manager, 
agent or attorney, the arrest warrant may 
be served by a constable without further 
ado. The debtor may avoid arrest only by 
paying the bill to the constable.. Upon ar- 
rest the debtor is taken directly to the city 
jail, a few miles from here (Providence) 
and locked up. He never gets a court 
hearing. He may be kept there as long 
as his creditor pays his board bill of $4 a 
week to the State, or until he pays the debt, 
or until he has served six months when he 
is automatically released. Six months is 
the limit of debt imprisonment. 

“So quietly may this imprisonment be 
done that often the closest relatives and 
friends of the victim do not know what has 
happened to him until he comes out of jail. 
And when he is released after six months 
he finds he not only still. owes the debt 
that sent him to jail, but also he must pay 
to his creditor the jail board bill of $4 a 
week, interest on the debt, attorney’s fees 
and other costs.” 

Imprisonment for simple debt is sup- 
posed not to be allowed in that State, 
but installment houses accomplish their end 
by turning contract actions into “trover,” 
which may be legally defined as a wrongful 
interference with or detention of the goods 
of another, and “conversion,” an unauthor- 
ized assumption and exercise of the right 
of ownership of goods belonging to another, 
to the alteration of their condition or the 
exclusion of the owner’s rights. 

Few of the victims arrested are acquaint- 
ed with their legal rights and are too ig- 
norant to appeal to a lawyer for protection. 
The report states that the protection this law 
has given insallment houses has led them 
to grow like fungi over Rhode Island. 
There is a large substratum of poverty in 
this state, tragic contrast to the great 
wealth which is visible on every side, and 
poor mill workers are dependent upon the 
installment houses for almost all their pur- 
chases. They sign the all-inclusive contract 
which delivers them, body and soul, to the 
shady merchants and shyster lawyers. 

People of Rhode Island possessing enough 
property to cover claims that might be 


brought into court are never imprisoned. 
The attorneys for the complainants proceed 
against their property or holdings. The 
men and women imprisoned under the civil 
laws are those who have no property. 

It was on the injustice of such a law 
that Charles Dickens, the English novelist, 
based so many pathetic scenes in his novels. 
His exposure of the poor debtor’s jails 
led to the abolition of the law in England 
fifty-five years ago. The influence spread 
over most of the civilized world, and almost 
all the states in the Union tumbled over 
each other to rid themselves of debtor’s 
laws, except those applying alone to fraud, 
but the agitation swept past Rhode Island 
unheeded. 


Installment Buying Danger 


NE view of this subject is illustrated 

by the following quotations from a let- 
ter from one of the most prominent de- 
partment store owners in the country: 

“Personally, 1 have a feeling that your 
JoURNAL may do a very useful work in 
handling the subject as intensively as prac- 
tically possible. Although I am not familiar 
with the details, I am strongly under the 
impression that cur country seems to be 
running into debt through installment buy- 
ing to a degree that is unprecedented and 
that the situation carries with it a very 
real and grave danger. Our people buy not 
only houses, on installment, but furniture, 
clothing, automobiles, radio equipment, and 
other items. Moreover, the charge accounts 
in retail stores have been steadily growing 
for the last few years and are now much 
greater than formerly. 

“T have a feeling that the discontent that 
will arise from time to time from inability 
to meet installments and increased pressure 
by the creditors will result in greater in- 
dustrial and social trouble. 

“Any study that you can make of this 
question will be interesting and valuable to 
men like myself.” 

There have been numerous reports that 
a government investigation of the entire 
subject of time-selling is under way, but 
inquiry has failed to reveal any such effort. 
The cost of a complete survey would be 
very great, and when completed; it would 
be of comparatively little value. An in- 
vestigation of the extent of the system in 
the retailing of two or three lines would be 
interesting; but it would be practically 
valueless because it would not give a basis 
for comparison. 


Want All Banks to Use Transit Numbers 


RECENT survey disclosed that about 
8 per cent of the nation’s banks were 
not following the general practice of print- 
ing their individual transit numbers on their 
checks, drafts and certificates of deposits. 
To make the numerical system 100 per cent 
effective and thus get the full benefit of its 
money-saving possibilities, a drive has been 
started by the Transit Numerical Committee 
of the American Bankers Association to get 
all banks to print their individual numbers 
in plain type on the face of checks. 
Since its inauguration in 1911, the nu- 
merical system of registering transit items 


has saved thousands of dollars to banks in 
permitting the recording of checks and 
drafts by numbers instead of by the name 
of the institution upon which they are drawn. 
Any bank, no matter how small, can- save 
time and labor by the adoption of the system. 

When the American Bankers Association 
adopted the system, it authorized the publi- 
cation of a book containing the names of 
banks and the numbers assigned. Any bank 
not aware of its transit number may ob- 
tain this information promptly by addressing 
a letter to Rand McNally & Co.’s Blue Book 
Department at Chicago. 
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A Golden Job for Our Mints 


By LEWIS ALEXANDER 


Double Eagles at the Rate of a Million Dollars Daily Being 


Added to Our Coinage. 


Supplying Change for the Nation Is 


No Mean Task. Our Money Making Institutions Include Strik- 
ing Off Medals of Presidents and Commemorating Great Deeds. 


HE Federal mints have set about 

to do a golden job. More than a 

million dollars a day of the nation’s 

vast store of gold is undergoing 
the change from bullion to double eagles. 
So ceaselessly are the three mints at Phila- 
delphia, Denver and San Francisco striking 
off the glittering gold pieces that the United 
States’ strongbox will gain more than $180,- 
000,000 in new double eagles during the first 
half of 1925. 

The policy of the Treasury Department is 
setting the pace for the mints. When the 
tide of gold turned after the war and the 
precious metal started to pour in from 
Europe and all parts of the world, it seemed 
that the foundation for a great period of 
inflation was being laid. For gold is the 
basis for credit expansion. To discourage 
the tendency toward inflation by removing 
the temptation of using idle gold, the Treas- 
ury adopted the policy of paying out gold 
into circulation. It issued millions of dol- 
lars in gold certificates; the yellow backed 
bills were seen in all parts of the country. 

With the issuance of the gold certificates, 
it became necessary to strike off the coins. 
For, under the law of the land, at least 
one-third of the total of the gold certifi- 
cates outstanding must be represented by 
the actual gold coins. Gold bullion must not 
exceed two-thirds of the total amount of 
gold certificates. During the past year the 
mints struck off 10,300,500 double eagles, 
and during the first half of 1925 the 
plans call for capacity operation to bring 
the gold coinage up to the requirements of 
the law. It is estimated that the three 
mints can strike off from $30,000,000 to 
$33,000,000 monthly in the double eagles. 


Observing Banks’ Desires 


SIDE from this mandate of law, the 

form in which the gold reserve of the 
country is kept depends largely upon the 
desires of the banks and the relations of 
imports and exports. Many banks prefer 
to have gold in the form of bullion rather 
than in gold coin, because it may be handled 
more easily. The mints, upon striking off 
the double eagles, do not hold them, but 
ship the new money on to the banks. At 
Washington nothing more than a small work- 
ing balance is kept on hand so there is 
never a large stock of gold coins in stock 
at the Treasury. 

At the start of the new year there was 
the sum of $870,564,000 in gold certificates 
outstanding, while there was a total of $458,- 
206,000 in gold coin and bullion in circulation. 
Therefore, the law required that nearly $300,- 
000,000 in gold coin should be in existence 


to form a backing for the yellow-backed 
bills. So the mints set about to do a golden 
job. 

When their importance in the scheme of 
financial affairs is considered, there is proba- 
bly no American institution which is so 
little under public gaze as the mints. They 
are perhaps the most cloistered units in the 
whole money system. Congress, by act of 
law, and the Treasury, by its regulations, 
have kept their operations out of the lime- 
light. Beyond the knowledge that the mints 
turn out our coins, little is known of what 
they are doing. No longer is the public 
permitted to enter the mints as sightseers, 
because the mints must be secure from any 
bold assault from robbers; its methods must 
be hidden to foil the efforts of counter- 
feiters and its workers must be protected 
in as many ways as possible. The Treasury 
does not permit photographs to be taken of 
the interiors of the mints or assay offices 
because it is thought that a designing crook, 
with all the plans before him, might bet- 
ter arrange a holdup or a robbery. 


Supplying the Nation’s Change 


UT supplying the wealthiest nation in 

the world with change is a job of tre- 
mendous proportions, and while little is 
known of our mints an examination of their 
output shows that they are exceedingly busy. 
During 1924 the mints struck off 89,394,000 
one cent pieces and 28,315,000 nickels. The 
small change of the nation was enlarged 
by 37,940,000 dimes and 16,892,000 quar- 
ters. While a drive was started to popular- 
ize the silver dollar, only 13,539,000 of the 
“silver cartwheels” were coined. 

Singularly, the half-dollar is the most 
unpopular coin that the United States makes. 
It ranks low in the favor of the people. 
During 1924 there were just 142,080 half- 
dollars struck off, and all of these were 
the commemorative Huguenot-Walloon coins. 
The mints coined 10,300,500 double eagles. 
The surprising thing about the activity of 
the mints is that less than two coins for each 
American was made during the year. 


The Mints’ Sidelines 


HE mints make other objects besides 

coins. All of the medals for the army 
and navy are turned out by the mints. Med- 
als of all the Presidents, the Secretaries of 
the Treasury, the Directors of the Mints 
have been designed and executed by the 
mints. Just recently the mints inaugurated 
the practice of making medals of the Under- 
secretaries of the Treasury. Congress has 
just authorized the mint to make up 40,- 
000 medals to commemorate the arrival of 
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the first shipload of Norse immigrants on 
board the sloop Restaur Ationen, which is 
to be celebrated at the Norse-American Cen- 
tennial out in Minnesota next summer. In- 
deed, it seems that the practice of having 
medals made by the mints to commemorate 
the noble deeds in American history may 
replace the custom of striking off commemo- 
rative coins. 

At the past session of Congress there 
was a flood of bills seeking to have com- 
memorative half-dollars minted by the gov- 
ernment. Congress at the session before 
last authorized the minting of the Hugue- 
not half-dollars and of $5,000,000 half- 
dollars to signalize the start of work on 
the Stone Mountain carving, which will 
serve aS a monument to the valor of the 
soldiers of the South. In the spring it is 
pianned to release the first of the Federal 
coins on the face of which appear Generals 
Lee and Jackson, the two leaders of the 
confederate forces in the Civil War. 

With the 150th anniversary of the great 
battles of the American revolution approach- 
ing, bills were passed this winter to issue 
coins commemorating the stand of the min- 
utemen at Lexington and Concord and the 
battle of the Green Mountain patriots at 
Bennington in Vermont. Proposals were 
made to pay tribute in a similar way to the 
battle of Bunker Hill, the victory at York- 
town and other events in American his- 
tory, such as the 200th anniversary of the 
founding of Stoughton, Mass., the 50th an- 
niversary of the admission of California. 


Special Coins Not Popular 


—_ that the growth of this practice 
would open the way to counterfeiting and 
make the .protection of the integrity of 
the coins more difficult, Secretary Mellon 
openly opposed the creation of these special 
coins, but was not entirely successful in 
his efforts. He insisted that the practice 
introduced confusion into our system of 
coinage, brought about an unnecessary ex- 
pense and satisfied a very limited demand 
because the public generally has never shown 
a special liking to the commemorative coins. 
However, Congress felt that these great 
events were worthy of commemoration and 
authorized the coins—all of which are to 
be sold at a premium so that the promoters 
of these events may raise funds by this ex- 
tra charge to defray part of the expense 
attachedg The records of the Treasury 
show that the special coins, as a general 
rule, are seldom absorbed in circulation. The 
Monroe coin issue was a dismal failure— 
217,000 of the 274,000 struck off were turned 
back to the Treasury for melting up. 


| 
a 


Has the Gold Influx Stopped? 


By GEORGE E. PUTNAM 


Lessons of the High Tide of Gold Which Should Not Now 
Case Against the Conservation of Gold 


Be Forgotten. 
Was Not as Plain as Case Against Wheat. 


Low Money 


Rates Like Low Wheat Prices Provide Their Own Remedy. 


HE mounting tide of gold that 

brought us a billion and a half dol- 

lars net over a period of four years, 

at a rate not far from a million 
dollars a day, seems, for the time being, 
to have spent its force. The net loss of 
$100,000,000 gold during the months of 
December and January, with further heavy 
withdrawals promised for the ensuing 
months, has definitely broken the long chain 
of gold imports and given rise to the con- 
viction in certain quarters that the final re- 
distribution of our excess gold, which has 
been awaited with interest for a long time, 
is at last under way. 

It will now be convenient, no doubt, to 
forget all about that portion of our history 
which had to do with the problem of too 
much gold. But there are a few things 
in that history which should not be forgot- 
ten. For one thing, we learned the lesson 
that a highly commercial nation cannot go 
on conserving gold indefinitely. In the face 
of a rapidly increasing quantity of gold 
reserves, we deliberately chose not to put 
our excess gold to work, because we were 
afraid that business might develop infla- 
tionary tendencies. We continued in that 
policy year after year. We maintained 
higher money rates than the condition of 
our gold reserves warranted, with the nat- 
ural result that we got more and more gold. 
By last May we had accumulated such a vast 
quantity of the metal that it became dis- 
tinctly unprofitable, if not impossible, to con- 
serve gold any longer. The upshot of the 
matter was that our policy of gold con- 
servation through artificial credit control au- 
tomatically broke down, and money became 
a drug on the market. 


Identical With Wheat 


E could have adopted an almost iden- 

tical policy with reference to wheat and 
other agricultural products a few months 
ago, and we might have done so had it not 
been for the too obvious defects of such a 
policy. The McNary-Haugen bill would 
have had us rushing to the aid of the farmer 
with legislation providing for the mainte- 
nance of high wheat prices. We knew that 
we could boost the price of wheat by taking 
our surplus production off the market. We 
also knew that we could maintain the price at 
a fairly high level for a short period of time. 
But common sense told us that high wheat 
prices would not solve the problem of too 
much wheat—they would only be the means 
of giving us more and more wheat, until 
finally the weight of increased supplies would 
break down artificial control and create a 
greater demoralization in prices than existed 


prior to the control period. Unfortunately, 
the case against the conservation of gold 
through the maintenance of high money rates 
did not seem so obvious at the time; so we 
violated what we should have recognized 
as the fundamental principles in the situa- 
tion. 

Another lesson we learned, or should have 
learned, is that low money rates, like low 
wheat prices, provide their own remedy if 
given an opportunity. Great concern was 
shown during the summer months of 1924, 
following the breakdown of credit control 
at the Federal Reserve Banks, on account 
of the dangerously low level of money rates. 
Fears were everywhere expressed that low 
rates might give rise to inflationary tenden- 
cies from which recovery would be pain- 
ful. It was seriously suggested that the 
Federal Reser¥e Banks should do something 
drastic, if necessary, to tighten the money 
market, and it was pointed out that their 
best means of accomplishing this end was 
to sell some of their government securi- 


Better Start Now? 


E have recently learned by 

experience that we cannot 
control economic laws by fiat. 
* * * Can we now profit 
from our experience with eco- 
nomic forces and, if debts must 
be paid, show some disposition to 
permit their payment in the nor- 
mal way? Or must we go through 
the farce of insisting, as we have 
insisted, that they be paid by 
some legerdemain process? We 
can, of course, choose either 
route. If we choose the latter, 
we should expect one of two con- 
sequences from our policy; either 
the obligations will not be paid, 
or, if paid, we may have to take 
more gold in settlement as a 
means of paving the way for a 
final settlement in goods. It would 
be far better to start taking goods 
in payment now than to allow 
our industry to grow up to an 
artificially high level of costs and 
prices and then force it, through 
painful recovery, to readjust it- 
self to a normal level later on. 


ties and thereby reduce the :narket supply 
of surplus funds. 

This suggestion was made at a time when 
the earning assets of the Reserve Banks 
were unusually low, so that the sale of their 
government securities would have reduced 
their earning capacity to a point where they 
could not make their expenses of operation. 
It was contended that this feature of the 
proposal was harmless, inasmuch as_ the 
Reserve Banks could draw for their ex- 
penses and. dividend charges upon the enor- 
mous surplus built up during the war and 
post-war period. 

Although this proposal was well thought 
of in some quarters, it completely ignored 
the fundamental fact that raising the level 
of money rates through artificial means 
would be equivalent to superimposing a sec- 
ond period of control upon one that had 
failed. It also ignored the fact that higher 
money rates would only attract more gold 
when, in point of fact, we were already suf- 
fering from an excess. Fortunately, money 
rates were allowed to take their natural 
course, and our difficulties were not aggra- 
vated by further control. 


Money Rates Provide Own 
Remedy 


Siva effect of allowing low money rates 
to provide their own remedy was all 
that could be expected. 


Idle funds began 
to seek employment. Security prices rose. 
American banks built up large balances in 
foreign centers, chiefly in London, where 
money rates were higher. Individual in- 
vestors were not specially attracted to for- 
eign securities at first, but the rapid ad- 
vance in our securities markets induced them 
to put more and more of their funds into 
the higher yielding foreign securities. A 
broad market was soon created for the ab- 
sorption of fresh issues of foreign bonds, 
and our investors rose to the occasion even 
more readily than was expected. The large 
volume of foreign financing accomplished 
one thing at least; namely, it stopped the 
excessive flow of gold to this country and, 
more recently, turned the tide of gold move- 
ments in the other direction. 

During the year 1924 we took about one 
billion dollars’ worth of foreign securities. 
We also built up an excess of exports over 
imports of approximately the same amount. 
This means that we used our billion dollar 
excess of export credits to pay for the se- 
curities of foreign governments and for- 
eign industries. Failing to build up suffi- 
cient credits abroad to take care also of 
the liabilities growing out of tourists’ ex- 
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penditures, remittances for ocean freights, 
foreign bank commissions, etc., we have 
been obliged to send gold to meet the bal- 
ance of paymients. 

It would be idle to speculate on the proba- 
ble outflow of gold this year, or the length 
of time that the present outward movement 
may continue. There are many complex fac- 
tors governing the situation, such as the re- 
lation between money rates here and abroad, 
the relation between our export and import 
trade, the amount of money American tour- 
ists spend in foreign countries, the state of 
European finances, the favorable or unfavor- 
able character of European developments 
and the credit policies of the Federal Re- 
serve Banks. It is to be presumed, how- 
ever, that so long as our money rates are 
below the level of money rates in London, 
and so long as foreign countries can offer 
adequate security for loans, our investors 
will continue to buy foreign bonds. Whether 
the volume of foreign financing will be 
sufficiently large under these conditions to 
cause a heavy outflow of gold depends to 
a great extent upon the surplus credits we 
built up abroad through our export trade. 
If our export trade is not big enough to 
pay for import liabilities, foreign securi- 
ties and the numerous invisible liabilities, 
we will export gold in payment. 


Regain Control Over Credit 


HERE is nothing to be found in the 

present outward gold movement to war- 
rant alarm. On the contrary it is an event 
that will doubtless be regarded by the Fed- 
eral Reserve authorities as distinctly worth 
while. Just as the inflow of gold caused 
member banks to pay off their borrowings 
at the Reserve Banks, so the exportation 
of gold on a large scale will compel member 
banks to have recourse again to rediscount 
operations at the Federal Reserve. In other 
words, the Reserve Banks will be able to 
regain some of the control over credit con- 
ditions that they lost during the period of 
gold importation. While this might mean 
some stiffening in money rates, there is no 
likelihood of a sufficient loss of gold in 
the near future to endanger our reserve po- 
sition. 

The effect of gold exportation upon our 
reserve position may be made clear by il- 
lustration. If we obtained $500,000,000 in 
gold for export by presenting Federal Re- 
serve notes for redemption, the Federal Re- 
serve statement would show a reduction in 
gold assets of $500,000,000 and the same 
amount in note liabilities. Withdrawing that 
amount of reserve notes from circulation, 
however, would produce a temporary short- 
age of currency, which member banks would 
feel, and in order to replenish their funds, 
they would be obliged to rediscount approxi- 
mately $500,000,000 of their paper at the Re- 
serve Banks and receive $500,000,000 of 
Federal Reserve notes. After this opera- 
tion, the assets and liabilities of the Re- 
serve Banks would stand at the same fig- 
ure as before the gold was withdrawn. 
They would merely have substituted one 
kind of asset for another without any change 
in the total. 

In this way it may be estimated roughly 
that the withdrawal of a half billion in gold 
for export would leave the Reserve Banks 
with a reserve ratio of about 64 per cent 


against their demand liabilities, compared 
with a present ratio of 77 per cent. Or, if 
we presented gold certificates to the United 
States Treasury instead, and the place of 
these certificates was then taken by an equal 
amount of Federal Reserve notes, the ratio 
of reserves to demand liabilities at the Re- 
serve Banks would be 68 per cent. On the 
basis of such estimates it is clear that we 
could export gold on a vast scale before 
becoming involved in serious credit difficul- 
ties. 

In estimating the extent to which gold 
may leave the country in the near future, 
the attitude and policies of the Federal Re- 
serve Board cannot safely be left out of ac- 
count. But omitting that angle for the long 
run, it should be noted that there is one fac- 
tor in the situation which strongly suggests 
that the period of gold exports will be fair- 
ly brief, and that the total volume of ship- 
ments will be comparatively small. That 
factor has to do with the large payments 
that must be made to us every year on ac- 
count of interest and principal. 


More Than $500,000,000 
Interest to Private Investors 


URING the year 1923, for example, 

foreign countries paid us more than 
$500,000,000 net as interest to private in- 
vestors, and interest and principal to the 
United States Government. During the past 
year we received payments fr@m the govern- 
ments of Great Britain, Finland, Hungary 
and Lithuania, totaling $160,700,000, which 
consisted largely of interest on war and 
post-war loans. To that amount should 
be added the interest received on foreign 
bonds now held by private investors. If we 
also include the interest on the billion dol- 
lars worth of foreign bonds purchased dur- 
ing 1924, the net receipts of interest and 
principal for the past year should far ex- 
ceed the amount received in 1923. 

Looking to the more distant future we 
should note that Poland has funded her 
debt of $178,560,000 to our Government and 
will shortly begin to make payments. To 
date more than 42 per cent of our so-called 
war debt has been funded. The French 
Government debt, having an accumulated 
value of $4,000,000,000, remains unfunded, 
but we are now clamoring for settlement 
and payment. We expect also to receive a 
substantial yearly payment from Germany 
on account of war claims and the cost of 
the American occupation. When we add 
to these payments the interest on foreign 
bonds already held by our investors, and 
the interest that will accrue on future is- 
sues, the question at once arises, How are 
we going to get all these payments? 

We are only beginning to understand 
vaguely what should be a commonplace, 
namely, that in the long run international 
payments must take the form of goods and, 
to a lesser extent, of services. There are 
natural limits to the use that can be made 
of gold for such purposes—limits imposed 
by the quantity in existence and the yearly 
contributions of the gold-mining fields. At 
present there is not enough gold outside 
of the United States to discharge the ob- 
ligations due us. Even if we added the 
probable production of the rich Transvaal 
field during the next twenty years to the 
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present European supply, our European 
debtors would still have insufficient gold to 
take care of the yearly payments of inter- 
est alone. We cannot, therefore, expect our 
foreign debtors to pay us in gold, nor do 
we want'more gold thrust upon us. 


Other Limitations on Use 


of Gold 


HERE aare other limitations also upon 

the extensive use of gold for inter- 
national settlements. An over-accumulation 
of gold in a particular country tends to 
cheapen the monetary unit of that country, 
i.e., it tends to raise the level of prices. 
After prices have risen, it becomes more 
and more difficult for that country to sell 
goods abroad, and more and more profitable 
to buy goods abroad. Sooner or later it 
becomes necessary to export some of the 
gold accumulation in order to pay for an 
excess of imports over exports, or, more 
accurately, an excess of foreign liabilities 
over foreign credits. 

If, in the face of an excessive gold supply, 
a country’s price level fails to rise to the 
point where it will be profitable to import 
goods, the excessive gold will at least be 
the means of lowering money rates so that 
a market will be created for (the “importa- 
tion” of) foreign securities. If further re- 
sistance is then shown to the receipt of goods 
in payment for interest and dividends on 
these securities, more gold will be imported 
until all resistance to rising prices and heavy 
importation is broken down, or until the 
creditor country begs the debtor country 
not to pay. 

A large gold influx, therefore, affords 
only a temporary means of discharging in- 
ternational obligations. It does not consti- 
tute final settlement. It merely paves the 
way for the goods that are to follow; or 
(if there has been effective resistance to 
rising prices) it prepares the way for an 
influx of foreign securities and an influx 
of goods later on. In the end, however, 
excess gold will be redistributed. A nation 
cannot have too much gold without paying 
the penalty. It is literally asking that its 
export trade be cut off and that its import 
trade be stimulated. 

The suggestion is frequently made that 
we have nothing to fear from a large in- 
flux of goods in payment for the obligations 
due us. It is pointed out that England 
became the workshop of the world by ex- 
porting her capital goods to other coun- 
tries, taking their bonds and credit obliga- 
tions in payment, and then receiving goods 
from these countries year after year in pay- 
ment for the interest on her foreign in- 
vestments. If England profited from such 
activities, why should we not also profit? 


How Else Can We Receive 
Our Interest? 


T should be apparent that our present 

situation is not analogous to that of Eng- 
land. It is true that England profited great- 
ly from her loans to foreign countries. 
She made heavy investments in railroads 
and mining properties in her colonies and 
in other new countries on which she was 
dependent for the raw materials of manu- 
facture. But we have not followed her ex- 
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ample. Our foreign loans have not been 
made in countries which may be expected to 
produce raw materials for our industries, but 
rather in the strongest industrial countries 
of Europe. How else can we receive our 
interest and principal except in the indus- 
trial products of these countries? 

There is always the possibility that we 
may receive some payments in specialties, 
luxuries and non-competitive goods, which 
will not disrupt our own industries. But it 
is impossible to believe that the enormous 
payments due us can or will be made in 
such products. The volume of payments is 

* much too large to be met that way and, 
furthermore, there are very few products 
that would be strictly non-competitive with 
the products of our own industry. 

Our industries will be forced to com- 
pete with European industries both in our 
domestic markets and in the markets to 
which we send manufactured products. This 
will not be a pleasant experience for Ameri- 
can manufacturers, nor for American labor. 
The payment of large obligations by one 
nation to another has never been a pleasant 
thing for the nation that received the pay- 
ment. The payment of the French indem- 
nity following the Franco-German war so 
disturbed German industry that Bismark was 
prompted to exclaim: “The next time we 
win a war, we'll insist on paying the in- 
demnity ourselves.” 

To date the payments we have received 


The 


RED River Valley cotton grower 

appeared at the railroad station in 

a southern Oklahoma town a few 
days ago with a bundle of abstracts of title 
under one arm. A banker, waiting on the 
platform for the afternoon “Local,” ob- 
served the documents and the bands of red 
tape with which each was tied. 

“Well, John,’ the banker 
“what have we here?” 

“These? Oh, yes, I’ve just been clean- 
ing up on some land.” 

And in the cotton grower’s tone there 
was something of that feeling of elation 
which comes to one when one has relieved 
himself of a financial load. 

John Goss—as happens to be the cotton 
grower’s real name—is one of the big, 
self-made “dirt farmers” in the Red River 
country. He owns and farms 10,000 acres 
along the river in Texas and Oklahoma. 
The town of Telephone, Tex., is on his 
own land and its inhabitants are his em- 
ployees and their families. 

Last year he had 6500 acres in cotton, 
2000 acres in corn and 1500 acres in 
meadow and pasture. His cotton crop of 
2240 bales brought 20% cents to 25% cents 
a pound, and 1100 tons of seed was sold 
at $35 a ton. In all, his cotton and seed 
had a value of more than $300,000. His 
crops of corn and hay were held on the 
farm for feeding live stock, including sev- 
eral hundred work mules necessary for 
successful farm operations on so big a 
scale. 

“The cotton growers of the Southwest 
have experienced a good many ups and 
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on account of interest and principal on our 
foreign loans have come to us largely in 
the form of gold, because tariff barriers 
made it impossible for us to take goods. We 
now feel that we have got thus far with- 
out any penalties, and apparently we see no 
inconsistency in our refusal to take payment 
in goods coupled with our demand that debts 
be paid. It is even probable that if we 
reached the stage where our industry felt 
the pinch of foreign competition, we would 
still rally to the tariff as a means of making 
ourselves self-sufficient or of maintaining 
the American standard of living, etc., etc. 


The Tariff Between Us and 
Payments 


T now remains to be seen how much 

longer the tariff can stand between us 
and European payments. We have postponed 
the issue with apparent success, just as we 
postponed the period of cheap money in 
the face of increasing gold imports. We 
may be able to postpone the issue a while 
longer, but the forces are steadily accumu- 
lating against us. If, in showing resistance 
to a high price level, we have temporarily 
defeated the ultimate purpose of an exces- 
sive gold supply, we have at least been in- 
duced by the low level of money rates to 
import foreign securities, the interest on 
which will increase the total obligation due 
us. It may be that we have defeated the 


Southwest “Cleaning 


By P. W. MORGAN 


downs since I bought my first piece of 
land, about two hundred acres, thirty years 
ago,” John Goss told his banker friend. 
“But last year’s good crop, even if it did 
not bring as much to the pound as was 
paid the year before, gave the growers a 
chance to clean up. As a rule they have 
paid their debts and while many of them 
have little left, they are in better condition 
financially than for many years.” 

Texas and Oklahoma in 1924 took first 
and second rank as cotton growing states, 
with production of 6,220,000 bales, or 47.3 
per cent of all the cotton produced in the 
United States in that year. The value of 
the cotton grown in the two states, not 
counting the value of seed, was placed 
by the Department of Agriculture at 
$695,190,000. 

Cotton, however, is not the only farm 
crop in the region between the Mississippi 
River and the Rocky Mountains. There is 
a pyramid of four states with Texas as 
the base and including Oklahoma, Kansas 
and Nebraska, in which the farmers pro- 
duced in 1924 crops of an aggregate value 
of $2,171,718,000, this total representing. 21 
per cent of the value of all farm crops 
produced in the United States in the year. 
The value of the crops in these four states 
exceeded that of their 1923 production by 
$260,366,000. 

The wheat crop in the four states was 
301,553,000 bushels, more than one-third of 
the nation’s entire wheat crop, and worth 
$367,824,000, farm value, or $213,355,000 
more than the previous year’s crop. The 
corn crop of 477,985,000 bushels in these 
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purpose of excessive gold for once, but we 
cannot go on doing it. If goods cannot 
come, gold will, until the conditions are 
created which permit of payment by goods. 

We have recently learned by experience 
that we cannot control economic laws by fiat. 
We can tamper with these laws and make 
ourselves believe for a time that we control 
them. But there are definite limitations to 
control, and when we go beyond these limi- 
tations, control inevitably breaks down and 
we are obliged to pay a penalty in some 
form or other for our unintelligent inter- 
ference. 

Can we now profit from our experience 
with economic forces and, *if debts must be 
paid, show some disposition to permit their 
payment in the normal way? Or must we 
go through the farce of insisting, as we 
have insisted, that they be paid by some 
legerdemain process? We can, of course, 
choose either route. If we choose the lat- 
ter, we should expect one of two conse- 
quences from our policy: Either the obliga- 
tions will not be paid, or, if paid, we may 
have to take more gold in settlement as a 
means of paving the way for a final settle- 
ment in goods. It would be far better to 
start taking goods in payment now than 
to allow our industry to grow up to an ar- 
tificially high level of costs and prices and 
then force it, through painful recovery to 
readjust itself to a normal level later on. 


Up 99 


states was 46,252,000 bushels short of the 
1923 crop, but the increased price of corn 
gave the smaller crop value of 
$443,276,000 or $95,757,000 greater than the 
value of the previous year’s crop. 

The prosperity which has come to agri- 
culture through well-balanced crop produc- 
tion and higher price levels is not confined 
to any particular section. Missouri, Iowa, 
Arkansas and all other states have pro- 
duced enormous crops and have been bene- 
fited by the increase in prices. Colorado 
harvested the largest wheat crop in the 
history of the state, and the value of 
Colorado’s 1924 sugar beet crop exceeded 
the value of her gold and silver production 
for the year. 

Yes, the cdtton growers of the Southwest 
have made a “cleanup” on their crops. So 
have the grain farmers all through the 
Trans-Mississippi and Great Plains regions. 
And the “crop money,” the newly created 
wealth taken out of the soil and dis- 
tributed by John Goss and his kind—their 
name is legion—has cleared up the eco- 
nomic situation, given agriculture a better 
balance, brought stability to business, 
wrought an improvement in the position 
of the banks such as was not dreamed of 
at last mid-summer, and ushered in a new 
era of prosperity for the entire nation. 
It may take another crop to complete the 
job undertaken, but greater progress has 
been made in the last six months toward 
rehabilitation than has ever been made in 
this or any other country in a like period 
of time. 
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The Big Land Problem Just 


Around the Corner 


By C. B. SHERMAN 


A National Land Policy to Provide for the Day of Congestion 
Coming with Our Rapidly Increasing Population. How Much 
Area Shall be Given Over to Raising Food? Little Public Domain 


Remains for Distribution. How Shall America Sustain Herself? 


STABLISHMENT of a national 

land policy is an event of the fu- 

ture that many await with inter- 

est for many reasons. The execu- 
tive departments at Washington, not con- 
tent to await such a program idly, are aid- 
ing actively to prepare the way for it. 
Many of the bureaus of the United States 
Department of Agriculture are working on 
projects that have as their common objec- 
tive the determination of the probable fu- 
ture needs of the United States, and a classi- 
fication of the land in the United States with 
reference to its adaptability to meet these 
needs. In these activities to prepare the way 
for a national land policy some of the bu- 
reaus of the Department of the Interior and 
a number of individual states cooperate. 

“The consciousness of the land problem 
has not yet developed in this country as it 
has in England and on the Continent of 
Europe,” says Dr. L. C. Gray, in charge of 
the Division of Land Economics, which 
serves as the coordinating agency in all of 
this work. “The subject of land economics 
has not yet become in this country, as it has 
become abroad, the central theme of ag- 
ricultural economics. 

“Our problem in this country has been 
largely one of disposing of a great reserve 
area of public land, attracting people to 
the land and keeping them on it, rather than 
a problem of providing land for clamorous 
multitudes of people who are seeking to be- 
come farmers. This, of course, has pre- 
vented the subject of land economics from 
being foremost in the consciousness of. those 
who are interested in the agricultural prob- 
lem. But we are entering this newer phase 
of the land problem, and so rapidly does our 
population increase that this other aspect of 
the land economic problem is just around 
the corner.” 


Disclosing the Situation 


HE general objective of the Division of 
Land Economics, according to Dr. Gray, 
is to provide the necessary information and 
facts that will enable the people of our 
country to understand thoroughly the situa- 
tion as to the agricultural land resources of 
the nation and their utilization and tenure, 
to see the situation in its true light, divested 
of purely temporary considerations, propa- 
ganda and sentimentality. 
To a considerable extent the facts are 
scanty along certain lines, and it has been 
necessary to promote, in the census and else- 


where, the gathering of necessary facts to 
fill up these gaps. As rapidly as possible we 
must be able to answer with due regard 
to all economic factors such questions as: 
“How fast should our agriculture expand?” 
“What proportion of our surface area 
should it occupy?” “What should its rela- 
tion be to the other great usages—pastur- 
age and forestry, and what areas are best 
suited for these various uses?” Factors like 
increasing population and changes in domes- 
tic consumption and foreign demand are hav- 
ing a great influence upon the relative 
amounts of land devoted to different pur- 
poses. The trends of these changes have 
been summarized and made public. 

Land reclamation policies in the United 
States throughout its history have been stud- 
ied critically. On the recommendation of 
the Committee of Special Advisers on Recla- 
mation, usually known as the Fact Find- 
ing Committee and“appointed by the Secre- 
tary of the Interior, an analysis of these 
policies, together with summary and rec- 
ommendations, was recently published. How- 
ever, in order to avoid the serious mistakes 
of the past, says Dr. Gray, it is important 
to make careful preliminary investigations, 
not only of the engineering, but also of 
the economic possibility of proposed projects, 
and the Division of Land Economics is work- 
ing to establish the economic foundation for 
such work. 

Comprehensive studies are under way, in- 
volving an analysis of the values, cash rents 
and mortgages for irrigated and non-irri- 
gated lands, with a view to determining the 
value of irrigation in sections where it is 
possible to farm without it. In conjunc- 
tion with the Bureau of Public Roads, a 
project to determine the cost of establish- 
ing farms on reclaimed lands has been set 
in operation. It is hoped to obtain adequate 
data for determining the feasibility of land 
reclamation in various sections, bearing in 
mind other possible costs than that of mere 
reclamation itself, as contributing to the 
capital investment on which returns should 
ultimately be obtained. 


Classifying All Land 


UPPLEMENTING these studies are dis- 

interested reports on the character of 
the farm land available for settlement and 
on the advantages and difficulties in devel- 
oping farms in undeveloped regions. Stud- 
ies on which these reports are based cannot, 
as yet, be made of these areas square foot by 
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square foot, or square mile by square mile, 
but are made by bringing together facts 
already in the possession of the Bureau of 
Soils, the Bureau of Forestry and other 
bureaus, putting them on maps or charts and 
analyzing the economic character of the 
maps thus made. Says Dr. Gray, “We look 
forward to a time when we can have, in 
this country, a systematic classification of 
our lands. There are some little evidences 
that we are not hoping in vain, and that this 
will be brought about.” 

To a considerable extent the research 
work is geographic in character. The cut- 
over lands of the lake states have received 
intensive attention as to character, prospects, 
methods of settlement, etc. and some of the 
results are in press. The great plains and 
the spring wheat area have been surveyed 
both as to physical and as to economic con- 
ditions, for problems of farm organization 
and land utilization in these regions are 
very serious. The states that lie wholly or 
in part in these areas have joined in mak- 
ing the surveys and are impatiently await- 
ing the compiled results. 

Public control, supervision and direction 
of land settlement is receiving attention. 
Results of all these investigations are opened 
to the public as rapidly as they can be con- 
cluded and summarized. State activities and 
policies are being studied and compiled. A 
new day is dawning in that regard, accord- 
ing to Dr. Gray, because a few of the states 
have come to recognize that a settler put 
on the land when and where he does not be- 
long may do more harm to the development 
of the region than if he had never come, and 
officials in some of the states are learning 
that, in the long run, indiscriminate immigra- 
tion and settlement is the wrong policy. 

Ownership and tenancy of farm land have 
received a share of attention. A compre- 
hensive study of the ownership of rented 
farm land is being completed. This study 
shows the extent of concentration of owner- 
ship, the extent of absentee ownership and 
various important facts about landlords, such 
as their occu,ations, methods of acquiring 
ownership, amount of attention given their 
farms, and extent to which they believe soil 
fertility is declining. 


Study of Tenancy 


| pa the sample year 1922, a close study 
was made of the changes in farm occu- 


pancy, ownership and tenancy. This was 
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Germany’ s Sound Money Luther 


By ROBERT CROZIER LONG 


America Interested in Questions of Business and Finance, a 
New Figure in the Cabinet Has to Answer. Chief Among These 
Are Tariff and Commercial Treaties; Finance Reform and Re- 
valuation, the Latter Involving the Grievances of Bond Holders. 


6 OUND MONEY SCHACHT” 
was the title given to the Reichs- 
bank president by Americans who 
visited Berlin in 1924. Germans 

now say “Sound Money Luther” of the 
statesman who was Finance Minister in 
the critical stabilization weeks of late 1924, 
and who now, after Dr. Marx’ disappear- 
ance, has become Chancellor in difficult 
political conditions. Economic conditions 
have greatly improved as a result of his 
vigor and skill. 

Luther’s record as a sound money advo- 
cate is indeed quite as well established as 
Schacht’s. If it was Schacht who supplied 
the banking technique necessary to create 
the Rentenmark, stabilize the paper mark, 
organize the Gold Discount Bank and bring 
into the world the new Dawes Reichsmark, 
it was Luther who handled the equally dif- 
ficult political ends of these problems, who 
cajoled parties, coerced business and en- 
forced on a doubting nation confidence 
and patience. Also it was Luther who, 
by putting the state finances in order, 
consolidated the currency reform; for just 
as the budget deficits of 1919-1923 were a 
main -cause of the old mark’s collapse, so 
a balanced budget today is the only valid 
pledge of the new mark’s stability. Taken 
all round, Luther—hampered though he is 
by his enforced, uncomfortable alliance with 
the semi-monarchistic German - National 
Party—seems to be the most suitable Chan- 
cellor within sight. He is young, energetic 
and strong willed; he has been trained in 
business finance as well as in public finance, 
and he attained the highest political position 
in the republic as result of personal prestige 
derived from achieved success. 


The Things He Faces 


UTHER is faced with a multitude of 
problems which shouid have _ been 
solved months ago. He has undertaken to 
free the nation from the last of the eco- 
nomical restrictions imposed during and after 
the war. Chief of them are the import 
prohibitions and the housing and rent laws. 
To please Democrats and Socialists—whom, 
owing to his shaky Reichstag majority, he 
is obliged to propitiate—he has promised un- 
employment insurance and a gradual resto- 
ration of the eight-hour day. But there 
are three extremely difficult unsolved prob- 
lems. 1. He has to put through an entirely 
new customs tariff and to conclude definitive 
commercial treaties. 2..He has to reform 
the finances, bearing in mind the republic’s 
gradually increasing liabilities under the 
Dawes plan. 3. He has to settle the ques- 
tion of “aufwertung,” or revaluation of de- 


preciated papermark public and_ private 
debts, which is the thorniest, most hotly dis- 
puted problem that has faced any German 
cabinet since the war. All these problems 
are difficult. Ex-Chancellor Marx, though 
a competent man, postponed them, or con- 
tented himself with patchwork solutions. 
That Luther should be destined to tackle 
them is a surprise to old school politicians. 

Two years ago Dr. Luther was unknown 
outside narrow provincial circles. As late 
as 1913 he was in the obscure position of 
municipal councillor at Magdeburg. From 


Keystone View 
Dr. Luther, Chancellor of Germany 


then until the end of the war he was sec- 
retary of the German Municipalities Con- 
vention, and he dictated the policy of that 
influential body in matters of finance. Next 
he became ober-buergermeister of . Essen. 
He thereby became an ex-officio member 
of the control boards of numerous “mixed” 
public utilities corporations, in which mu- 
nicipal and private capital were combined. 
When Chancellor Cuno wanted a food min- 
ister he took Luther; and when Chancellor 
Stresemann, on forming his second cab- 
inet, wanted a finance minister, he took 
Luther. Luther had luck in that he be- 
came finance minister when currency and 
financial demoralization had reached such 
extremes that a complete breach with the 
old system was inevitable. In a sense the 
rentenmark solution was already prepared. 
But it was skill and energy, not luck, which 
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dominated the following fourteen months 
of Luther’s tenancy of the finance ministry. 

Luther’s achievements as finance minister 
are best of all recorded by the figures of 
his revenue and expenditure returns. In 
October, 1923, when he became minister, just 
1/2000th part of expenditure was cov- 
ered by revenue. The budget of 1924-25 
showed an estimated deficit of 350,000,000 
gold marks. The realized budget will show 
a surplus of 940,000,000 gold marks; about 
250,000,000. gold marks of debt have been 
repaid out of revenue. Estimated revenue 
in the year mentioned was 5243 million gold 
marks; realized revenue in nine months 
was only 5293 million gold marks; and on 
basis of the nine months’ experience the new 
finance minister puts revenue in the whole 
year at 7975 million gold marks. In the 
last months of 1924 revenue exceeded that 
estimated by 50 per cent. Income tax, 
which was to yield 1344 million gold marks 
in twelve months, yielded 1598 millions in 
nine months; turnover tax, which was to 
yield 1260 millions in twelve months, yielded 
1353 millions in nine; customs, which were 
to yield 160 millions in twelve months, 
yielded 230 millions in nine. After the in- 
itial borrowing from the Rentenbank, with 
which the budget during the transition weeks 
was balanced, not a cent of debt was in- 
curred; and today after all its currency and 
financial misfortunes the debt of the repub- 
lic, including the Dawes loan, has the insig- 
nificant total of under $800,000,000. 


Threatened With a Crash 


iw mark exchange is no longer heard 
In 1923 the whole world talked of 
“the German mark”—the sensation, puzzle, 
scandal, and stale but insuppressible joke of 
Europe and America. If the mark is for- 
gotten today, this is simply because its 
stability is taken for granted. To Luther is 
due a very great part of the credit. He did 
not indeed invent the rentenmark, which was 
the foundation of the whole currency re- 
form. Nobody knows which German in- 
vented it, for as soon as its success was plain, 
a dozen distinguished citizens discovered that 
they first thought of it, and ignored the fact 
that something like a rentenmark was in- 
vented by Mirabeau early in the French 
Revolution with most unlucky results. But 
Luther did something better than invent the 
new currency ; he vindicated and preserved it. 
This achievement, which was unrecorded 
abroad, took place in the spring of 1924. 
The rentenmark, and with it the newly stabi- 
lized paper mark, were threatened with a 
crash. Few Germans and no foreigners no- 
ticed the threat, but the threat was real. The 


i 
i 
mi 
|| 


550 


cause was the old trouble—inflation, which 
seemed about to reduce the internal value 
and therefore the foreign exchange of the 
new currency. The whole trouble sprang 
from the exaggerated demand for credit by 
big industry. Industry wanted loans, and 
did not at all worry about the possible in- 
flationist result. Industry had flourished 
best, and experienced record low unemploy- 
ment, in the years when the paper mark cur- 
rency was going from bad to worse. For 
years industry had been used to getting un- 
limited Reichsbank credits. Between the 
end of 1923 and April 7, 1924, the date at 
which Luther put his foot down, the total of 
Reichsbank discounts increased from 422,- 
000,000 to 1,866,000,000 gold marks. Busi- 
ness was prospering; unemployment figures 
fell. But as result of the credits the cir- 
culation, wholly unsecured, of the Reichs- 
bank was rapidly increasing. Within a few 
months, had no steps been taken, the mark 
would have lost a great part of its buying 
power at home, and the next event would 
have been a crash in its exchange. 

Luther acted. The Reichsbank proclaimed 
a credit state-of-seige. It announced that the 
total of outstanding credits on April 7 would 
not be exceeded. Big industry replied with 
a savage assault on Luther, on Schacht, on 
all the anti-inflationists. It foretold a credit 
crisis, which duly came. The rate of interest 
in dealings between first class Berlin banks 
rose to 90 per cent, in the provinces to 120 
per cent. An industrial crisis followed. Big 
corporations discharged their workmen be- 
cause they could not raise money for wages. 
Luther stood firm. It is far better, he said, 
that industry should have a crisis than that 
all Germany should pass again through the 
currency and financial catastrophe of the 
first five post-war years. Industry would 
get over the crisis; Germany would not. 
“The German nation,” added Luther, “has 
much too quickly forgotten the events of the 
inflation vears.” The Reichsbank credit em- 
bargo was majntained ; it is even maintained 
today. Big industry continued to clamor. 
But Luther proved right. By the close of 
1924 industry was again flourishing, and the 
supposedly necessary price of its prosperity 
—the destruction of the currency—had not 
been paid. The whole currency circulation 
at close of 1924 had the moderate total of 
3955 million gold marks. In 1913 it was 
6000 gold marks. Allowing on one side for 
the smaller‘national area and population, and 
on the other side for the reduced value of 
gold, the circulation of today is more than 
moderate. 


Criticised By Big Industry 


IG industry still criticises Luther. It re- 

sents his alleged hoarding policy. He 
has either paid off debt—unnecessarily, or 
has—unnecessarily—accumulated state funds 
in the Reichsbank, at a time when business 
was always short of cash. In fact not only 
the republic but also, under its influence, the 
states and some municipalities enormously 
increased their bank credit balances; and, as 
already stated, loan was repaid. Luther re- 
torts that the amount of cash in the state’s 
hands is less than the average amount be- 
fore the war. He justifies the repayment of 
loan on the ground that gold loan certificates 
of 1923 were circulating as emergency cur- 
rency; and that this currency must be with- 
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drawn as part of the great deflation policy. 
Some critics outside business circles think 
that Luther pushed deflation rather too far. 
But a sound money fanatic is at his worst 
better than an inflation fanatic; and the 
Luther policy of not taking risks has been 
fully justified so far. Only extreme caution 
and conservatism will bring the cabinet to 
satisfactory solutions of the three pending 
difficult prohlems which have been enumer- 
ated. The present position of these prob- 
lems is as follows: 

1. Tariff and Commercial Treaties. The 
result cannot be foreseen. On January 
10 all the one sided trade privileges ex- 
acted by the Allies in the Versailles Treaty 
lapsed. The Luther Cabinet’s aim, which is 
supported by the Federal Economic Coun- 
cil, is to conclude mutual most-favored- 
nation treatment commercial treaties with 
all countries. Only by such means can Ger- 
man exporting be pushed; and as imports 
cannot be materially reduced, increased ex- 
porting is the only remedy for the of-late 
hopelessly passive foreign trade balance. 
The abundance of foreign exchange in 1924, 
which was one teature of the currency re- 
form, had a disastrous effect upon the trade 
balance; and this trade balance is today the 
only unfavorable factor in Germany’s eco- 
nomic condition: 


MILLIONS OF GOLD MARKS 


Imports Exports 


But no definite commercial treaties can be 
concluded as long as the German renublic 
has not its own definite tariff. The existing 
tariff, which dates from 1902, is under re- 
vision. The new tariff will undoubtedly in- 
crease duties on manufactures and will prob- 
ably restore the pre-war food duties. A se- 
vere Reichstag struggle is inevitable, and the 
tariff will probably not become law this year. 
Meantime has been submitted a_ so-called 
“minor tariff,” which the Reichstag will 
probably promptly pass, the aim being to 
impose it in order to check imports as Soon 
as the proposed abolition of import prohibi- 
tions takes place. Standard American prod- 
ucts, in particular motor vehicles, are made 
subject to very heavy duties. Luther has the 
difficult task of bringing native industrial 
and agricultural interests into accord with 
international exigencies. Unreasonably high 
import duties, which certain interests de- 
mand, would probably lead to trade-wars, 
which Germany cannot afford. 

2. Finance Reform. This problem is 
easier. At present there is no regular income 
tax. Business is provisionally assessed not 
on profits, but on turnover. The property 
tax also needs reform. Further, the “Aus- 
gleich,” or agreement with states and mu- 
nicipalities, under which the latter two re- 
ceive two billion marks subventions out of a 
total revenue of about six billions, expires 
on March 31. The interest of the republic, 
the states, and the municipalities must be 
brought into accord. 


The Problem of Revaluation 


3. Revaluation. This is the most difficult 
of all Dr. Luther’s problems. It involves 
the grievances of home and foreign bond- 
holders, the resources of the Treasury, and 
the tax-paying capacity of citizens. The 
situation as it existed last fall was described 


in the AMERICAN BANKERS ASSOCIATION 
JourNAL of November, 1924. Changes in 
the situation have since taken place. Dur- 
ing the Reichstag election of December last 
all parties proclaimed—in widely varying 
degrees—for partial recognition of the pre- 
war and war debts. German National agita- 
tors even promised a 100 per cent restora- 
tion, which would. mean that the republic 
must take on its shoulders the whole 80 bil- 
lion gold marks of vanished debt. Nobody 
believed this promise; but the agitation com- 
pelled the late Marx cabinet to reconsider 
the position. Late last year it promised 
“social pensions” not exceeding 1000 gold 
marks a year to such of the original loan 
subscribers as are destitute. After listening 
to sharp criticism of this attempt to dif- 
ferentiate between original and later bond- 
holders, the cabinet began to consider a new 
scheme. This was to issue a new 50 gold 
mark bond in place of every old 1000 mark 
bond. Only “old” bondholders, who pur- 
chased before July 1, 1920, were to benefit 
from this 5 per cent revaluation. Were this 
method extended to all German public bonds, 
many Americans would benefit considerably. 
American buying of German municipal 
bonds took place largely in the first half of 
1920, when the mark was depreciated to 
about one-tenth of ‘its original gold value; 
and a 5 per cent revaluation would mean for 
such buyers the regaining of 50 per cent of 
their investment. A bankers’ committee was 
appointed to consider whether the proposed 
distinction between “old” and “new” bond- 
holders could in practice be made. But the 
Luther cabinet has abandoned this plan. Ac- 
cording to the new finance minister’s state- 
ment to the Reichstag of late January, only 
original subscribers to loans will be com- 
pensated, as in the Marx Cabinet’s first plan. 
If this decision is held to, foreign bondhold- 
ers will not get a cent. : 

The state loans question settlement will in 
the end be determined by the fact that the 
republic does not possess the cash for any 
considerable revaluation. The question of 
revaluation of private mortgages and indus- 
trial bonds is complicated by the fact that 
the debtors often are very prosperous. The 
question is whether the Third Taxation De- 
cree of February 15, 1924, shall be amended 
in principle or only completed in detail. In 
principle this decree proclaimed for a 15 per 
cent restoration of the original gold value 
of mortgages and private bonds. Having 
got so much, naturally the creditors de- 
manded more; and again would-be Reichs- 
tag members promised more—on condition 
they received votes. Business circles are 
emphatic against increasing the 15 per 
cent. Representatives of industry, trade, 
and banking have protested against the plan, 
declaring that it means renewed uncertainty 
and insecurity, and that it might even 
threaten the currency; and they allege that 
this view is also held by the Reichsbank. 
As the new gold mark corporation balance 
sheets have been compiled on the 15 per 
cent basis, an increase (the new rate sug- 
gested is 25 per cent) would require com- 
plete recasting of balance sheets and new 
reductions of capital. Naturally the con- 
flicts of interest are here direct and acute; 
and probably no problem will test the Luther 
cabinet so severely as the opposition be- 
tween debtor and creditor interests in the 
private domain. 


| 

i 

, 

| 

i 


ighlights in Deposit Building 


By W. R. MOREHOUSE 


Vice-President, Security Trust & Savings Bank, Los Angeles 


Growth Ranks Next to Safety in Importance to Banking. Banks 
Should Impress Community with Part Growth Plays in Its 
Welfare. Dangers in Personal Solicitation of Savings Accounts. 
Six Suggestions for Banks to Build Up Volume of Deposits. 


EXT in importance to Safety is 
growth. Without it there would 
be no future in business. 

Banks are leaders in all com- 
munity development. A community grows 
only when its banks grow and _ prosper. 
Establish a progressive bank in a dead town 
and the town begins to take on new life. 

As a rule, every modern bank building is 
a monument to the influence of bank pro- 
gression. Every increase in a bank’s staff is 
another expression of bank growth. 

My first suggestion is that the banker use 
every means at his command to impress 
upon the minds of the people of his com- 
munity that they actually help themselves 
when they take an active interest in the 
growth of his bank. 

Pass out over the counters to depositors 
folders and booklets calling attention to the 
various services the bank has to offer them, 
and suggest that they commend the bank to 
their friends. 

Inclose with every dividend check to the 
stockholders a slip calling to their attention 
the fact that if they will use their influence 
among their friends they will be instru- 
mental in increasing the bank’s business and 
will profit proportionately. 

Assemble the bank officers and employees 
occasionally for the purpose of considering 
ways of increasing the bank’s business. 
Point out that the advancement of each offi- 
cer or employee depends largely upon 
whether or not the bank grows and pros- 
pers. Be frank and state that the best way 
for them to advance in rank and to increase 
their salaries is to help increase the bank’s 
profitable business. 

Figuratively speaking, “sell” the bank to 
every person in the community and to every 
customer, stockholder, officer and employee, 
and “sell” it on the basis of how the growth 
of the bank benefits them. 


Profitable Business 


REAT, volume and rapid growth are 

often deceiving. Great volume of busi- 
ness does not always mean large profits. It 
does not always indicate that a bank is ac- 
cumulating a good surplus. The reason for 
this is not hard to find. In their pursuit for 
a great volume of business some banks ac- 
cept every class of business, regardless of 
how desirable or how profitable it will be. 
They gather thistles with the wheat. The 
practice of going out into the byways and 
the highways and inveigling people to come 
in and open accounts, regardless of the 
profitableness of the business, is, in my opin- 
ion, unsound banking. Every time they ac- 


cept an undesirable and unprofitable account 
they increase their liabilities. 

In the clamor for great volume and for 
large numbers of depositors some banks 
keep a corps of door ringers in the field, 
with the result that they are gathering in a 
lot of undesirable business, which is only 
natural of course, the undesirables being 
first to respond. 

The time is near at hand when banks will 
cease to compete for volume only and will 
turn to quality business. When that time 
comes a bank account will not be valued on 
the amount of its balance but on the amount 
of net profit which a bank is able to realize 
from it. Volume without a reasonable profit 
spells decreased bank earnings, and no bank 
can afford to go along blindly increasing its 
burden of expense at every turn. 


Personal Solicitation Dangers 


ERSONAL osolicitationgof accounts as a 

practice is gaining headway. Banks not 
only “wink at it” but they openly indorse it. 
Bank representatives are going up one side 
of our streets and down the other side ring- 
ing door bells. Some of these represent- 
atives are working on a commission. Per- 
sonally I regret this, for I can feel that 
bank business-getting with certain banks has 
fallen to the level of methods used in selling 
books, photographs and brooms. House to 
house solicitation, if permissible at all, 
should be done only by an employee of the 
bank working on a salary and not on a com- 
mission. This will insure a higher type of 
solicitation. If done by irresponsible per- 
sons working on commission, there is certain 
to be a lot of kick-back to it. Naturally 
more undesirable business will be secured 
than desirable, glowing promises will be 
made which cannot be kept by the bank, 
concessions will be pledged which cannot be 
fulfilled, satisfied customers in other banks 
will be made suspicious and dissatisfied, and 
confidence will suffer a general breakdown. 

If clean sweep methods of personal so- 
licitation are employed, the results will be 
equally unsatisfactory. Besides securing tin- 
desirable business, the bank’s present cus- 
tomers will be solicited and will feel offended 
uporf being apprised of the fact that evidently 
their bank was unaware of their patronage. 
If personal solicitation is engaged in, a bank 
should use only those of its employees who 
have proved themselves capable representa- 
tives of the bank. This type of solicitor will 
secure desirable business and will build up 
confidence wherever he operates. He will 
be able to answer correctly and intelligently 
nearly all questions asked concerning his 
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bank, a service not possible where the so- 
licitor is a comparative stranger in the city. 

Employees’ business-getting contests are 
considered by many bankers as_ the 
most effective method used today to secure 
new business through personal contact. 
Imagine the advantage of having every em- 
ployee of the bank looking for new busi- 
ness. Observe that this kind of work de- 
velops rapidly into an endless chain. An 
employee secures the cooperation of his rela- 
tives, friends and customers: his relatives, 
friends and patrons secure the cooperation 
of their relatives and friends, and so the 
sphere of influence widens and widens al- 
most without limit. 

The results are not entirely confined to 
new business. Almost simultaneously with 
the starting of an employees’ business-getting 
contest the bank’s service to its depositors 
begins to improve. Another consideration 
of importance is the permanency of the 
business secured. By actual tests it rates 
about 20 per cent better in this regard than 
business which comes in response to other 
mediums. Last but not least in importance, 
the small amount which a bank pays to 
its employees for new deposits, only about 
one-fourth of 1 per cent, goes practically 
100 per cent to its own employees. 


Service Not Overworked 


ERVICE is a word which is very much 

overworked, while that for which it 
stands is very much underworked. Con- 
venience represents about 33 1/3 per cent 
of efficient service. People prefer to bank 
with the most convenient bank, all other 
things being equal. Convenience is bank 
location plus. It includes conveniently ar- 
ranged bank lobbies, ample desk space, good 
stationery, good light and adequate signs 
giving directions. 

Efficient service ‘includes an economical 
use of the customer’s time. More people 
determine the efficiency of a bank’s service 
by the time it takes them to transact their 
business than by any other one standard 
of measurement. Be prompt to volunteer 
assistance and prompt in completing a trans- 
action. Never keep patrons waiting unnec- 
essarily. 

Be explicit and always give a reason for 
not granting a favor. Unless the bank worker 
gives a good reason for saying “no,” the 
patrons will go away feeling that he is un- 
accommodating and arbitrary. Never tell 
a patron to fill out a deposit ticket without 
showing him how to make it out, if he 
does not know, or he will go away no bet- 
ter qualified than when he called. 
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Encourage every one in the bank to smile 
more, to use “please” more and “I thank 
you” more. Urge them to be more patient 
and more considerate of others. Impress 
upon them the importance of always giving 
correct directions and correct information, 
for nothing provokes customers quite so 
much as being misdirected or misinformed. 

The quality of service rendered by your 
bank can easily be tested. Is the bank pleas- 
ing a majority of persons who are hard to 
please? Or are the easy going type only 
being pleased? If the bank is successful in 
handling a majority of the hard cases, then 
its service is efficient; if not, then it is not 
efficient. 


Quality Circulation Needed 


OCAL publications in which the bank 
advertises should be carefully scruti- 
nized. I firmly believe banks should know 
more about the circulation of these publi- 
cations. Three terms are being used by so- 
licitors to convey an idea of the circulation 
of the medium they represent, readers, press 
run and circulation. To many bankers these 
terms are one and the same. But they are 
not the same, there being about as much 
difference between the term “readers” and 
“circulation” as between a banker and a 
cowboy. 

More important than mere circulation is 
quality of circulation. A bank should con- 
fine its advertising to quality publications, 
and the business resulting therefrom will be 
quality business. 


Getting Newspaper Publicity 


NY news item in which the name of 

a bank is prominently mentioned arouses 
unusual interest from the average reader, 
because a large majority of newspaper read- 
ers have bank accounts. To most of them 
a bank is their financial headquarters. 

The big stumbling block which so many 
bankers encounter is getting news items pub- 
lished. In each case there is probably a 
good reason for their failure. Likely, the 
banker and the publisher are not on the 
most friendly terms. According to the ad- 
mission of a certain banker, with whom I 
discussed this same problem, he had been 
fighting the editors of his local papers for 
three years, trying to force them to run 
news items. I sensed his trouble in an in- 
stant and told him that had he spent the 
same three years in cultivating the friend- 
ship of these editors instead of fighting them, 
he would be running news items today. 

Here are a few suggestions on getting 
news items published: 


1. Advertise in the newspapers. 

2. Cultivate the friendship of the pub- 
lisher. 

3. See that’ all items sent in contain news 
of general interest to the public. 

4. Give every publisher an exclusive story 
by re-writing each item published in 
different papers. 

. Never over-work the privilege. 

. Invite the publishers to revise all items 
—never insist on sticking to the word- 
ing of the bank’s copy. 

. Keep items down to 350 words or less. 

. Tip-off publishers occasionally on where 
and how they can get good news sto- 
ries. 


on 


By observing these suggestions, it will be 
surprising what whole-hearted cooperation 
can be received from editors. 


Selecting Home Safes 


HERE are millions of home safes, com- 

monly called “small banks,” in use today. 
If standard in design and of durable. mate- 
rial and construction, they should be charged 
to the furniture and fixture account and not 
to advertising. For any banker to toler- 
ate them as a necessary evil or affliction is 
not fair to himself or to the “home safes.” 
If he cannot boost them, and in every way 
make the best possible use of them, of course 
they will not have an opportunity to make 
good. A number of tests which any bank 
can make in selecting a good style of home 
safe follows in the order of the importance 
of each item. First: Portability. It is 
of the greatest importance that a _ safe 
is of a size and shape that it can be con- 
veniently carried to and from the bank. 
If not, it will never be used to any ex- 
tent. Secondly: It should be practical. Un- 
less a safe will’ receive coins of various 
sizes, also currency, it is not practical. 
Thirdly: Durability. Safes should be dur- 
able, both as to materials used and construc- 
tion. Any safe that quickly gets out of 
working order or that quickly loses its orig- 
inal finish is soon discarded. Fourthly: At- 
tractiveness. Safes must be attractive, es- 
pecially if used by children, and lastly, safes 
should be standard in design. If standard 
they do not go out of style, which is one 
of the drawbacks to safes that are novel 
or seasonal; besides, the upkeep and re- 
placement of standard safes is much less. 


Using Novelties or Gifts 


T is my recommendation that banks make 

it a rule never to buy a specialty before 
they have formulated some plan of distri- 
bution that will meet with the approval of 
all of their customers. The day has passed 
when it is regarded as good business for 
a bank to give gifts to certain of its cus- 
tomers and to deny the same favor to other 
customers who call for the same gift. As 
a rule, unless a bank has a gift for all who 
call for it, it is advisable not to give spe- 
cialties. 

The bank that gives gifts to its custom- 
ers and turns away strangers who call for 
the ‘same gift is retarding its own prog- 
ress. Among the strangers who enter our 
banks are potential customers. 

Here is a test which might be tried out 
in determining which specialty to use. This 
test is arranged in order of the importance 
of each consideration. First, Utility. Is 
the specialty useful? Will it be used regular- 
ly and frequently? If not, it is of limited 
valtie as a good-will builder. Secondly, 
Durability. Has it good wearing qualities? 
If not, it will soon be discarded. Thirdly, 
Portability. Is it easily transported or ‘ar- 
ried on the person? If not it will soon be 
thrown away. Fourthly, Attractiveness. It 


should be attractive, but not “cute” or 
“handsome,” and, lastly, it should be Appro- 
priate. Any specialty that will stand this 


test, providing the bank can afford to buy 
and give it to all who call and ask for it, 
is a good specialty to use. 


Direct-by-Mail Advertising 


AILING lists and central files, if prop- 
erly used, will aid in securing new 
business. 

Direct-by-mail advertising, properly han- 
dled, is very effective. Improperly handled, 
it is very wasteful. Success or failure of 
direct-by-mail campaigns largely rests with 
the mailing list or central file. In other 
words a good mailing list is more than half 
the battle. Too often the failure of a direct- 
by-mail campaign is charged to the literature 
used, when as a matter of fact, it is charge- 
able to the condition of the mailing list or 
the central file. A mailing list or central 
file to be effective needs constant attention. 
Many banks have gone through the sad 
and expensive experience of building up a 
mailing list or central file only to find them- 
selves confronted with the perplexing prob- 
lem of finding a continuous use for it. The 
reaction of this embarrassing situation has 
been to seriously hurt the reputation of 
direct-by-mail advertising. 

If the bank has decided to use direct-by- 
mail advertising, and is inexperienced in 
the use of the medium, it should be sure 
to secure the assistance of a_ specialist. 
Never go to the expense of building up 
a list or central file until it has been defi- 
nitely decided what use will be made of it, 
not once, but over and over again. Give 
full consideration to its upkeep. Unless 
the bank is convinced that it can be kept 
reasonably free of dead timber, it should 
not go ahead with it. One thing certain, 
that unless a way is provided for keeping 
the dead names culled out and the addresses 
of others revised, it will soon become a 
total loss. After a bank is satisfied as to 
the utility of a list, the next step is to 
count the probable cost of using it, not 
only once, but for months and _ perhaps 
years. Direct-by-mail is a very effective 
medium when properly used. Except when 
used on a small scale, it should be under 
the supervision of a specialist, otherwise the 
results will not justify the cost of operation 
in time, effort and money. 


Who Gets New Business ? 


HE bank should occasionally take an 

inventory of business-building mediums 
used. If it is using mediums which are 
not producing good results, replace them 
at once with mediums which secure good 
returns. In other words, cut the dead tim- 
ber from the advertising program. 

If there is but little interest manifested 
in any bank over getting new business, it 
is tine something be done to arouse inter- 
est. A bank cannot afford to neglect those 
agencies which influence its future growth. 

If any bank does not have a specialist in 
charge of new business, and conditions do 
not fully justify one, select some person in 
your institution whom the management feels 
has ability along business building lines and 
let him assume all responsibility for the new 
business activities of the bank. If this per- 
son is inexperienced in business-building or 
has only a limited knowledge of such work, 
he can acquire a fair knowledge by reading 
articles and books treating with the subject 
and through correspondence with bankers 
who are experienced. 
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The Balance of Power in Railroad 
Consolidations 


By CHARLES F. SPEARE 


Urgent Question Is to Settle Difference of Opinion between 
Four Systems Which Under Proposed Consolidations Would 
Have Half Gross Earnings of All of America’s Railroad Reven- 
ues. Part Being Played by Van Sweringens in New Alignment. 


HILE railroad consolidations 

have been going forward in 

other parts of the country, no- 

tably in the Southwest and in 
that area of the Lake region to be controlled 
by the greater Nickel Plate system, the mat- 
ter of bringing together what may be char- 
acterized as the auxiliaries or dependencies 
of the trunk line roads has so far reduced 
itself to a discussion of what may be done 
in groupings that will not disturb the present 
balance of power in mileage and in gross 
earnings. 

It should be remembered that the problems 
of the eastern lines serving the territory be- 
tween the Atlantic seaboard, the Great 
Lakes and the St. Louis gateway are quite 
distinct from those in any other section of 
the United States. First of all they have 
been active for years in knitting together 
related and parent lines. The Pennsylvania 
Railroad, for example, has dissolved the cor- 
porate entity of many quite sizable roads in 
order to bring them into a complete union 
with its policies and thereby to render a 
more economical and continuous operation of 
its properties. The New York Central Rail- 
road has cut to the same pattern. There 
still remain in the financial structure of the 
Vanderbilt line the titles of Lake Shore and 
Michigan Central, but they have lost operat- 
ing status. As a result we have the Penn- 
sylvania today with a mileage of 11,561 
and the New York Central with a mile- 
age of 11,785, one the equivalent of the com- 
pleted Missouri Pacific group (See AMERI- 
CAN BANKERS ASSOCIATION JOURNAL for 
December, 1924) and the other within 2000 
miles of the proportions of the so-called 
Van Sweringen system since the Chesa- 
peake and Ohio, Hocking Valley, Pere 
Marquette and Erie were added to it. 


Disarrange Old Plans 


N stepping into the eastern situation the 

Van Sweringens have quite completely 
disarranged some of the plans in the minds 
of other railroad men. They have also thrown 
over a number of the leading suggestions in 
the Interstate Commerce Commission’s ten- 
tative scheme of railroad consolidations. We 
shall find them later in this article sitting 
with some of the high cards in the game of 
railroad strategy now being played. The 
Baltimore and Ohio is the fourth system in 
the suggested consolidation of the eastern 
roads and smallest in point of miles operated 
and therefore the one most concerned with 


negotiations that may tend to still further 
add to the balances of power located with 
competitor lines. 


Commerce Commissions Scheme 


ie the scheme of railroad consolidation put 
forward by the Interstate Commerce 
Commission “in order to elicit a full record 
upon which the plan to be ultimately adopted 
can rest” the trunk line systems were left 
about as they stand today. In the New 
York Central group are to be found those 
roads which now are controlled by the Cen- 
tral through stock ownership, and in addi- 
tion, the Western Maryland which already 
has a close traffic relationship with it, and 
three New England lines, the Boston and 
Maine, Maine Central and Bangor and 
Aroostook. The Pennsylvania group like- 
wise is composed of roads already in the 


Railroads the 


Chessmen 


HE consolidation of the rail- 

roads of the United States 
into a few great systems for the 
betterment of transportation and 
of investment is one of the mam- 
moth economic movements of our 
time, not only of the highest 
economic importance to the coun- 
try but one which also appeals to 
the imaginative and dramatic 
instinct. For here we have the 
spectacle of railroad magnates 
engaged in a game of super 
strategy, which like the partition 
of Europe after the great war 
effected business enterprises, op- 
portunities of both individuals 
and communities and has a direct 
bearing on the present and future 
value of investments. In the ac- 
companying article the author, 
Charles F. Speare, a trained and 
seasoned observer of the railroad 
industry presents a valuable as 
well as an interesting picture of 
what is going on in a game in 
which railroads are the chessmen. 
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family with, however, the Norfolk and 
Western, in which the Pennsylvania has a 
large investment, placed in system 9 of 
which it is the central property. In the case 
of the Baltimore and Ohio the important 
changes recommended are the inclusion of 
the Chicago, Indianapolis and Louisville, or 
Monon system, now controlled jointly by the 
Southern Railway and Louisville and Nash- 
ville, the New York, New Haven and Hart- 
ford and two hard coal roads, the Lehigh 
and New England and Lehigh and Hudson. 
System 4 was to be built up around the Erie 
to which were to be attached such strong 
roads as the Delaware and Hudson, the 
Lackawanna and the Wabash lines east of 
the Mississippi. System 5 was designated 
as the Nickel Plate-Lehigh Valley group 
with these lines and the then existing de- 
pendencies of the Nickel Plate, together 
with the Wheeling and Lake Erie and Bes- 
semer and Lake Erie, brought together un- 
der one management. 


Buying Other Lines 


OW the Van Sweringens had ideas of 

their own as to what should constitute 
the partnership which they were forming 
with the Nickel Plate, purchased by them 
from the Vanderbilts, as the nucleus. In turn 
they supplemented their Buffalo-Chicago line 
with the Toledo, St. Louis and Western, 
bought in the open market, and by the Lake 
Erie and Western also secured from the 
Vanderbilts. Then quietly they began buy- 
ing control of the Erie Railroad as the line 
which best seemed to supplement those 
owned and to give the most satisfactory 
facilities between Buffalo and_ tidewater. 
Later, through negotiations with the Hunt- 
ington interests and others a majority of the 
stock of the Chesapeake and Ohio, and with 
it, the Hocking Valley was purchased and 
still later the operation was repeated with 
the Pere Marquette. So what the Van 
Sweringens had done was to consolidate into 
one system of their own four proposed sys- 
tems in the Interstate Commerce Commis- 
sion plan. More than that, they had knit 
together somewhat illogically, I believe, six 
roads with a mileage close to 10,000 and had 
created a new “balance of power” in the 
eastern railroad situation. Instead, there- 
fore, of having three trunk line roads to 
divide among themselves the unattached 
properties in the eastern territory, there were 
four, and every move or conference that has 
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taken place in the past nine months has been 
predicated on this situation. 


The Urgent Question 


E may at once eliminate any consider- 

ation of a consolidation of the trunk 
lines with the New England roads. If this 
ever comes about it will only be after the 
former have effected the changes which they 
now believe to be necessary in order that 
each may have an equal opportunity in the 
New York-Buffalo-Chicago-St. Louis-Phila- 
delphia-Baltimore-Pittsburgh districts. The 
urgent question is to settle the differences of 
opinion existing between the four great 
trunk line systems which represent about 
15 per cent of the railroad mileage of the 
United States, but as proposed in the sug- 
gested consolidation, would have gross earn- 
ings per annum of nearly $2,900,000,000, or 
about 50 per cent of all American road 
revenues and net railroad operating income 
of about $450,000,000, equaling 33 1/3 per 
cent of the total. 

For years the Baltimore and Ohio with 
the New York Central has held the con- 
trolling interest in the Reading Company to 
which the Philadelphia and Reading Rail- 
way is related and over whose tracks and 
those of its affiliate, the Central Railroad of 
New Jersey, the Baltimore and Ohio gains 
its entrance to New York. The New York 
Central was ambitious to obtain another line 
from tidewater to Chicago and made a vig- 
orous campaign in Pennsylvania for over a 
year to win communities along the Reading 
to a project which would have seriously 
crippled the Baltimore and Ohio. Before he 
died the late A. H. Smith, president of the 
New York Central, is said to have realized 
that the Interstate Commerce Commission 
was not likely to allow the separation which 
he had recommended. Meanwhile the Nickel 
Plate had come into possession of the Erie, 
and it was reported that control of the 
Lackawanna was being purchased for the 
same interests. The Vanderbilts have two 
lines into the port of New York—the New 
York Central and the West Shore—but the 
stream of eastbound traffic is steadily rising, 
and they recognized the need of still a third 
line. Then there was the element of a new 
“balance of power” ever present in their 
minds as in those of the Pennsylvania and 
Baltimore and Ohio managers. This may 
have caused them to turn toward the Lehigh 
Valley Railroad as the most satisfactory sup- 
plement to the lines already owned. Whether 
or not they have a dominant position in this 
road today has so far not been disclosed, 
but it is a fact that the price of Lehigh 
Valley stock nearly doubled in market value 
in a comparatively short time last year, due 
to some mysterious buying power. Natural- 
ly the “balance of power” in the eastern ter- 
ritory would be disturbed should such a 
change of control be effected and the sug- 
gestion of it has very probably led to the 
thought by all concerned of new alignments. 
There had been for some time the belief 
that a four-system plan to cover the eastern 
or trunk line region would best serve the 
patrons of that territory and that this sys- 
tem would have to be built around the Penn- 
sylvania, New York Central and Baltimore 
and Ohio. When the Nickel Plate emerged 
as one of the strong combinations it was 
obvious that it, too, must be included in the 


plan. Therefore, in the conferences which 
began last May the Van Sweringens had an 
equal voice, with representatives of the 
three big systems mentioned, in all of the 
deliberations leading to the proposals which 
are now to be outlined. 


Access to Sources of Fuel 


N planning the four-system group the 

major premises were that each system 
should have adequate access to the sources 
of fuel supply and should participate in the 
commercial distribution of coal; that they 
should have access to at least two of the five 
principal North Atlantic ports and to the 
lower Lake ports, and that so far as pos- 
sible, mileage, property investment, gross 
earnings and net operating income should be 
equalized. 

In the recommended plan the tonnage of 
anthracite and bituminous coal originated on 


each of the four systems would be as fol- 
lows: 


Tons 
Pennsylvania 100,778,396 
New York Central............. 67,177,362 
Baltimore and Ohio............ 77 828.554 


Nickel Plate 86,157,679 


Nearly 89 per cent of Pennsylvania’s 
total would be of soft coal and about one- 
third of Baltimore and Ohio’s tonnage 
would be of hard coal, reflecting the move- 
ment of anthracite over the Reading and 
Central of New Jersey. The great con- 
tribution of the Chesapeake and Ohio to the 
Nickel Plate system is its soft coal business 
which is apparent in more than 70 per cent 
of bituminous in the total of 86,157,679 tons 
probable, the Erie contributing the greater 
part of the anthracite listed. 

Of the ports served the Pennsylvania 
would have New York, Philadelphia, Balti- 
more .and Norfolk; the New York Central, 
New York and Boston, the latter through 
the Boston and Albany, the Vanderbilt line 
being the only one of the four to penetrate 
the New England territory. The Baltimore 
and Ohio would enter New York, Philadel- 
phia and Baltimore and the Nickel. Plate, 
New York and Norfolk. It will be seen 
that the Pennsylvania reaches one more port 
than do any of its competitors. 


Distribution of Territory 


N the distribution of territory the density 

of population is a most important con- 
sideration and while the entire area to be 
covered by the proposed four-system plan is 
closely populated there are advantages to 
railroads occupying certain parts over those 
in other parts. To illustrate: 

In the allocated section of the Pennsyl- 
vania Railroad there would be 38 cities with 
a population of more than 75,000, or with a 
total population of 19,282,647 and in that of 
the Nickel Plate, 34 cities with a total popu- 
lation of 16,672,717. The Baltimore and 
Ohio would have only 32 cities but their 
total pcpulation would aggregate nearly 18,- 
500,000. 

Now as to comparative figures of earnings 
and property investment. As set up in the 
recommended plan these would be as fol- 
lows: 


Property Gross 
Mileage Investment Earnings 
Pennsylvania. ..16,237 $2,726,273,660 $936,517,312 
New York Cent.15,745 2,345,862,825 832,124,017 
Balt. and Ohio.13,465 1,842,514,527 575,289,087 
Nickel Plate....13,056 1,806,392,906 534,841,064 


March, 1925 


It will be observed that in this arrange- 
ment, which was the result of many con- 
ferences and to which the New York Cen- 
tral, Baltimore and Ohio and Nickel Plate 
agreed, their competitor, the Pennsylvania, 
was allowed nearly 500 more miles of road 
and $104,000,000 greater gross earnings than 
its nearest rival and 3181 more miles and 
$402,000,000, more gross revenues than the 
Nickel Plate. To the Pennsylvania in the 
suggested plan was given the Norfolk and 
Western and the Chicago and Alton lines 
east of St. Louis and Springfield, Ill, and 
also western lines of the Grand Trunk Rail- 
way, adding to the present system roughly 
3600 miles and about $140,000,000 in gross 
revenue. 


The other important allocations were: to 
the New York Central, the Lehigh Valley 
Railroad, New York, Ontario & Western, a 
part of the Buffalo, Rochester and Pitts- 
burgh, and the Ulster and Delaware; to the 
Baltimore and Ohio, in addition to the Read- 
ing and Central Railroad of New Jersey, in 
which it already has a large investment, the 
Chicago, Indianapolis and Louisville, West- 
ern Maryland and Ann Arbor, and to the 
Nickel Plate, the Virginian Railway and 
Delaware, Lackawanna and Western in 
whole. Then there were partitions among 
the four roads of such lines as the Wheeling 
and Lake Erie, Delaware and Hudson, Le- 
high and New England, Lehigh and Hud- 
son, Pittsburgh and West Virginia, and 
Buffalo and Susquehanna, with the idea of 
joint operation of these roads which were 
not essential in their entirety to any one of 
the four systems, but which filled in certain 
gaps for individual roads in the general 
scheme of modelling a four-system plan that 
would seem to be equitable and of about the 
proper relative proportions. 


The Balance of Power 


OWEVER, the Pennsylvania Railroad 

dissents from many of the more im- 
portant recommendations of the original 
consolidation scheme. It asks for the 
Lehigh Valley, which had been assigned to 
the New York Central, in order to 
strengthen its position as a New York- 
Buffalo line. It would also take a one-half 
interest in the Virginian which was to go to 
the Nickel Plate. Most striking of all of 
its requests is that it should be given a 
one-quarter interest in both the Reading and 
Central Railway of New Jersey, thereby 
reducing to a minority the present majority 
interest of the Baltimore and Ohio in these 
roads, without which it would end at Phila- 
delphia instead of at New York. This sug- 
gestion on the part of the Pennsylvania 
strikes an outsider as similar to some of the 
territorial partitions arbitrarily made by 
strong nations following the Great War. If 
the different groupings suggested were to be 
carried out in the so-called “Pennsylvania 
Plan” the Pennsylvania Railroad would 
have not 16,237 miles, which as has been 
said, is 3181 miles more than the Nickel 
Plate’s proposed system but 19,385 miles 
with the Baltimore and Ohio and the Van 
Sweringen properties having shrunk re- 
spectively 2100 and 490 miles. It is obvious 
that this would be too great a “balance of 
power” to be permitted. It is our belief that 
eventually the consolidations will be carried 


(Continued on page 574) 
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ankers’ Balances As the First Sign 
of the Turn in Money Demand 


By REUBEN A. LEWIS, JR. 


Recall of Surplus Funds Sent to American Money Centers by 
Country Banks One of the Early Indications of Credit Demand 


in Interior. 


Showing Current of Rates. 


NE of the first signs of a turn in 
the demand for credit may be ob- 
served in the recall of balances 
that country bankers maintain 

with large banks in the American money 
centers. The funds sent on to New York 
represent the surplus that is not needed tem- 
porarily in the operations of the interior 
banks and rather than have the dollars re- 
main idle in their vaults, the country bank- 
ers transfer them to the principal money 
marts where they may earn a low return at 
call money rates and still be subject to with- 
drawal upon demand; or where they may be 
put on deposit at higher rates. 

The yield on these balances is generally 
materially less than the country banks ob- 
tain on the loans they make to their cus- 
tomers. So when demands for credit appear 
in their communities, the country bankers’ 
first move is to recall the money on deposit 
in New York or in some other reserve city, 
for it is the cheapest money that a bank may 
obtain for loaning purposes. Thus while the 
major American money center is the point 
at which surplus funds are first reflected, it 
is singularly the point where one of the in- 
itial indications of an increase in the demand 
for credit in the interior may be observed. 

Bankers’ balances play a sizable part in 
the operations of the New York Stock Ex- 
change, for the big New York banks loan 
this money out to the firms on call. The 
borrower must put up as collateral stocks 
and bonds regularly listed on the exchange 
so that, if he should not pay the loan when 
called, the securities might be converted if 
necessary into cash within the twinkling of 
an eye. Statistics showing stock exchange 
loans are not available, but it may be stated 
upon competent authority that the trend of 
these loans closely parallels the trend of the 
amounts due to the out-of-town banks. The 
balances are used for other purposes than 
stock exchange loans, however. 


Importance of Balances 


N idea just how important bankers’ bal- 
ances are to the New York City banks 

may be indicated by the fact that they are 
generally more than twice their time deposits 
and constitute about one-fourth of all the de- 
posits that may be withdrawn on demand. 
Early in February the 67 New York mem- 
ber banks reporting to the Federal Reserve 
Board disclosed that they had $1,181,823,000 
due to outside banks. The balances are con- 
siderably larger than the reserve deposits 


that the New York banks keep with the 
Reserve Bank so that when there is even 
just a moderate withdrawal of funds by the 
correspondent banks in the hinterland, the 
banks resort to borrowing at the Federal 
Reserve Bank. 

In the days prior to the establishment of 
the Reserve System, the withdrawal of the 
bankers’ balances frequently knocked the 
props out from under the credit structure 
and in 1907 threw the market into a memor- 
able panic. For, when the country banks 
withdrew their surplus funds, the New York 
banks first called the loans made to firms on 
the stock exchange. This sent the brokers 
scurrying for money. The dumping of se- 
curities on the exchange caused breaks in 
the values of stocks and, in due course, a 
money stringency developed. The strain that 
the recall of these balances formerly worked 
on the banks has now been relieved and 
there is not apparent such a striking fluctua- 
tion in the supply of funds. 

It was the accumulation of the bankers’ 
balances during the past year that proved to 
be such a big factor in bringing about a low 
level of money rates. There was a plethora 
of loanable funds and an absence of an ac- 
tive commercial demand for money. This 
caused millions of dollars to be sent to the 
money centers by the country banks which 
were disposed to accept a small rate of in- 
terest rather than nothing on their money. 
But so long as there was an abundance of 
funds available for loans, the rates on loans 
continued low. 


The Return Flow 


HE credit requirements of the different 

sections of the United States vary wide- 
ly, due to the seasonal demands for financing 
the movement ‘of the crops, the stocking of 
merchandise and various industrial activities. 
During the times when the demand for 
credit is relatively slack, the surplus funds 
move to the money centers. As the demand 
of the customers of the banks in the interior 
for accommodations increases, there is a re- 
turn flow. The fluctuations indicate to some 
extent the net movement of funds from one 
section of the country to another and show 
why changes in the balances have a real in- 
fluence over the ups and downs of money 
rates. The seasonal demands for credit ex- 
plain, in a measure at least, why there is 
such a variance in the rates at which money 
is loaned out in the various sections of the 
country. 
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Movement of Balances Like a Bell Buoy in 
Figures Recently Made Available. 


It is only recently that light has been 
turned upon the fluctuations in the bankers’ 
balances. For many years it was considered 
inadvisable to reveal the balances that banks 
in New York and other centers held for 
country banks, because this data was re- 
garded as confidential. However, the Fed- 
eral Reserve Board now has started to make 
available weekly the total amount of bank- 
ers’ balances held by the reporting member 
banks in the twelve regional cities. By ex- 
amining these it will be possible to observe 
the signs that foreshadow a stiffening in 
money rates in these centers. 

The past year witnessed a sharp upward 
turn in bankers’ balances. During the first 
five months the total hovered around the 
two billion dollar mark. In June there was 
a material increase, balances rising $360,- 
000,000. Slightly more than half of this 
amount appeared in the returns of the New 
York banks. There was a steady upward 
trend in the volume of balances in July and 
August, while the highest point for the year 
was reached in September when the total 
amounted to $2,657,716,000. The fall de- 
mands for credit in the interior cut down 
the balances during October and November, 
but there was a further accumulation during 
December. At the close of the year the 
balances amounted to $2,635,368,000. 

Month by month the total of bankers’ 
balances in the twelve centers were: 

$1,982,989,000 
1,970,023,000 
1,984,873,000 
2,092,345,000 


1,931,408,000 
2,291,217,000 


August 27 
September 24 
October 29 
November 
December 31 


2:657.716,000 
2,590,888,000 
2,528,201,000 
2,635,368,000 

While New York is recognized as the 
money center of the country, the figures re- 
veal that Chicago, Philadelphia, Boston and 
the other reserve cities have experienced a 
greater proportional increase in bankers’ 
balances. 

The balances on deposit in New York 
commonly have been somewhat less than 
one-half of the total, but the percentage held 
declined somewhat during the past year. 


The Practical Value 


the standpoint of the practical 
banker, the figures showing the movement 
of bankers’ balances in New York and Chi- 
cago may be likened unto a bell buoy. They 
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help to keep him in the right channel. By 
themselves, and without the other aids to 
indicate how the money currents are run- 
ning, these newly available figures would not 
be enough to guide him along the safe 
course. For bankers’ balances are, perhaps, 
the most sensitive funds that find their way 
into the banks in the big money centers. 
When the call rate goes up, the _balances 
come bounding in. When the rate goes down 
below a certain figure, the country bankers 
recall their balances. When the balances 
pile up in New York, more money than can 
be used accumulates—and down goes the re- 
turn. 

Inasmuch as the rate paid for the use of 
call money by the stock exchange firms more 
or less governs the raté of interest that the 
New York banks pay the country bankers 
on their balances, it might be a natural as- 
sumption to think that the exchange had a 
first call on the money. The reverse is more 
nearly true. The big institutions in the 
money centers use the funds: first to accom- 
modate their own customers, who naturally 
are entitled to prior consideration. After 
these demands have been met, the surplus 
in the pot is invested in commercial paper, 
government issues or other short-term se- 
curities. Inasmuch as a goodly portion 
must be kept in a highly liquid state—for 
how quickly the balances will be recalled 
cannot be foretold—some of the funds are 
put on call. The weekly statement of the 
condition of member banks of the Federal 
Reserve System in New York will indicate 
what proportion of the bankers’ balances are 
devoted to call loans because the member 
banks report how much loaned is secured by 
stocks and bonds. While not all of this rep- 
resents loans for stock exchange operations, 
it is the greater part. 


Signs of Higher Rates 


T is a part of good banking to be able to 
foresee what is going to happen in the 
way of interest rates. And, of course, there 
are many signs of a stiffening in money 


rates. The movement of bankers’ balances, 
the latest of these aids to become available 
to the forecaster, undoubtedly will be a help. 
One of the indicators of what will happen is 
the buying of commercial paper by the 
banks in the interior. During the times of 
easy money they purchased rather heavily. 
During the past few weeks it has been noted 
that they are buying less. The daily state- 
ment put out by the New York clearing 
house contains a few significant figures. All 
of the banks must maintain a certain reserve, 
and the amount in excess of the required 
reserve is closely watched because if it goes 
below the line thé bank must resort to bor- 
rowing to bring it up. The open market 
operations of the Federal Reserve Bank can 
greatly affect interest rates, so its activities 
must be followed to judge the future trend 
of rates. 

At certain seasons of the year, the experi- 
enced banker, charged with loans from the 
balances ‘sent in by correspondents, knows 
there will be upturns and declines, for the 
seasonal demands for money by agriculture, 
industry and commerce in the various parts 
of the country create a need for all the 
money that a bank can lay its hands on. 
The movement of balances must be consid- 
ered in this light. Then, too, he must take 
into account the accumulation of funds for 
the payment of income taxes, dividends and 
subscriptions to the periodical government 
issues. 


What the Figures Show 


HE figures showing the movement of 

bankers’ balances can now be had for the 
reporting member banks in the money cen- 
ters since the beginning of 1923. Taken 
over a period of years, with due allowance 
for seasonal fluctuations, it is the judgment 
of some practical bankers that they will be 
helpful in prejudging the trend of money 
rates. 

The balances by the months for 1924 in 
thousands of dollars for Chicago, Phila- 
delphia and Boston were: 

Chicago Philadelphia Boston 


320,224 156,529 110,221 
February ........ 347,651 155,639 109,441 


Walter W. Hynson, President, Dela- 
ware Bankers Association 


C. M. Willey, President, Vermont 
Bankers Association 


March .......... 364,175 158,457 112,238 
rere 346,366 161,511 121,916 
351,645 156,787 111,310 
June 420,157 189,443 128,218 
July ..... 441,669 193,258 136,116 
August ......... 473,449 199,479 129,658 
September ...... 495,642 217,754 137,640 
October ......... 447,795 209,990 146,831 
November ...... 412,297 201,717 127,267 
December ....... 407,915 192,884 139,011 


On February 4, the total of bankers’ bal- 
ances was $2,525,869,000. 


In New York 


ANKERS balances held by New York 

reporting member banks show the fol- 
lowing weekly fluctuations since July in 
thousands of dollars: 


July 2 $1,179,749 October 29 $1,182,963 


9 1,182,014 Noy 2.29 

23 1,208,558 19 1,203,616 

30 1,215,600 26 1,175,323 
August 6 1,266,622 December 3 1,245,761 
13. 1,293,179 10 1,178,861 

20 1,185,321 17 1,173, 602 

27 +1,161,963 24 1,122,599 
September 3 1,183,237 31 1,304,858 
10 1,203,245 January 7 1,322,382 

17. 1,324,485 1,259, 556 

24 1,241,440 as 189, 521 
October 1 1,324,872 28 1,130,659 
8 1,242,176 February 4 1,181,823 

15 1,257,582 11. 1,213,425 

22 1,242,758 18 1,215,374 


In 1923 bankers balances reached their 
low point in August, $833,246,000, and re- 
corded the highest total on Feb. 28, when 
they amounted to $1,058,851,000. In 1924 
the low point was $941,555,000 on May 28, 
and the high point of $1,304,858,000 on 
Dec. 31. 


The contents of the Protective Section of 
this issue of the AMERICAN BANKERS Asso- 
CIATION JOURNAL, and of all issues, are valu- 
able to your bank. Armed with this informa- 
tion, the officers and employees are the bet- 
ter prepared to prevent serious losses due 
to the operations of criminals. 
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Banking and Economic Conditions 
in the Irish Free State 


Banks Have Had a Prosperous Year. 
the London Money Market. 
Way as It Goes. 


HE Irish Bank Act of 1845 “regu- 
lates the issue of bank notes in Ire- 
land, and regulates the repayment of 
certain sums advanced by the gov- 
ernor and company of the Bank of Ire- 
land for the public service.” In accordance 
with that Act, the authorized issues of notes 
(uncovered by gold) were as follows: 


Bank of Ireland............... £3,738,428 
National Bank ............... 852,269 
Provincial Bank of Ireland..... 927,667 
Northern Ireland: 

Belfast Banking Company..... 281,611 
Northern Banking Company.... 243,440 
Ulster Banking Company...... 311,079 

£6,354,494 


Beyond this amount any note issued by 
these banks should be covered by an equiva- 
lent amount of gold in the vaults of the 
issuing banks. By virtue of law currency 
notes are to be treated as coin held by the 
bank at its head office or principal place of 
issue. This made possible the transference 
to London in 1920 of the gold holdings of 
Irish banks. Therefore, at present they 
have little, if any, gold in their vaults as 
backing for their notes. Currency notes are 
substituted therefor. 


Bank of Ireland 


HE Bank of Ireland holds a peculiar 

position in the Irish banking system. It 
was established in 1783, and between that 
date and 1820 its capital was increased at 
various periods from £500,000 to £3,000,000 
in Irish currency or £2,769,230 in English 
currency. Upon twelve months’ notice by 
the governors of the Bank of Ireland the 
British Parliament will repay the bank the 
debt of £2,630,769 British currency, where- 
upon the bank loses its charter, and the cor- 
poration of the bank is dissolved. Yet the 
bank shall have full power to carry on the 
business of bankers. So that in the event of 
this repayment to the Bank of Ireland by 
the British government, the bank loses its 
right to note issue. 

The relations between the Irish banks and 
that of the Bank of England especially, and 
that of the other English Joint Stock Banks 
is very close. The Bank of England is, di- 
rectly or indirectly, the banker of practical- 
ly all the Irish banks; they maintain there 
certain balances which they regard as cash. 
By means of these balances the indebtedness 
of the Irish banks, with one another and 
with the English banks is readily cleared; 
they act also as a reserve in case of an 


By TIMOTHY A. SMIDDY 


Minister to the United States 


Close Relations With 


New Government Is Paying Its 


Constructive Measure for the Betterment of 
Industry and Agriculture. Electrification of the Shannon River. 


emergency, and render unnecessary the 
movements of gold between Great Britain 
and Ireland for the settlement of their mu- 
tual indebtedness. This arrangement coupled 
with a common currency, which itself is 
regulated by banking laws and customs of 
similar character (such as the rate of in- 
terest) avoids between the two countries a 
rate of money exchange; just in the same 
way as it is regulated between the different 
counties of Great Britain itself. It is obvi- 
ous that any bank in order to keep a large 
portion of its assets in a liquid form must 
have available opportunities for loans at call 
and short notice. If the London money mar- 
ket were not available the banks would be 
compelled to keep the funds that they at 
present invest in this manner in the form of 
cash in hands or in the Bank of England. 
Thus on these funds no interest would be 
earned as the Bank of England does not pay 
interest on deposits. This would result in 
lower earnings for the banks. 

The Irish government will at times need 
to borrow in anticipation of revenue. When 
borrowing for this purpose it will issue 
Treasury Bills, which will be mostly taken 
up by the banks. But it is doubtful if the 
number of them would be sufficient to ab- 
sorb the balance of assets available for these 
short term and absolutely safe loans. Here 
against the Irish banks will be compelled to 
resort to the London money market. 


Commercial Bills 


OMMERCIAL bills of not more than 
two months’ tenor and which have two 
good names attached, especially those en- 
dorsed by a bank, are not at all of sufficient 
number in Ireland to absorb the funds of 
the banks available for this form of invest- 
ment; so here again resort is necessary to 
the London market. Even if these avenues 
to investment were closed to Irish banks the 
funds so released could not be tied up in 
long term loans and advances for the rea- 
sons already mentioned. With the develop- 
ment of Irish industry and agriculture, of 
direct trading, and a fully organized stock 
and produce exchange, a “Money Market” 
may come into being in Ireland sufficiently 
extensive to absorb the required proportion 
of the liquid assets of its banks. But this 
development will take time and cannot be 
artificially brought about. 
The value of deposits held in the banks 
of the Irish Free state on December 31, 
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1924, was £137,000,00C; and those in banks 
domiciled in the six counties under the juris- 
diction of the Northern Parliament £52,500,- 
000. About 46 per cent of the assets of 
these banks are invested in British War 
Loan and other British government securi- 
ties—£87,000,000 ; while roughly 9% per cent 
consist of cash on hand and balances with 
London bankers. The balance of the assets 
are invested in bills discounted, advances to 
customers and short loans on securities. 

The prosperity of banking in the Irish 
Free State is obvious from the dividends 
paid for the year 1924, which are equal to 
those paid in previous years. The dividends 
range from 10 per cent, the lowest, to 20 
per cent, the highest. 


The Trade Balance 


DVERSE comment has been made with 
reference to the unfavorable balance of 
trade of the Irish Free State for the eleven 
months ended November 30. The total im- 
ports for that period were £60,857,803; ex- 
ports, £44,617,186; adverse trade balance, 
£16,240,617._ Before forming an opinion on 
these figures one has to know what the in- 
visible imports and exports are; and in the 
case of the Irish Free State the necessary 
statistics for a correct estimate are not yet 
available. A creditor country has usually an 
adverse trade balance. Great Britain has 
had for nearly a half a century. an adverse 
trade balance of about £200,000,000 annually. 
The surplus of imports over exports was 
payment in kind for investments abroad, 
shipping, banking and insurance services, etc. 
Residents in the Irish Free State have in- 
vestments in British government securities 
to the value of £95,000,000 and in foreign 
industrial and corporation securities to the 
value of about £120,000,000. Invisible ex- 
ports of claims for interest and dividends 
for these investments are not less than £10,- 
000,000. Though invisible imports have to 
be set against these, it is estimated that they 
are not likely to exceed £3,500,000, while 
other inVisible exports are likely to offset 
this amount. At all events one jumps at a 
false conclusion in emphasizing the adverse 
trade balance as a sign of economic adver- 
sity. The large holdings of cash and securi- 
ties held in Great Britain by banks in the 
Irish Free State show little sign of diminu- 
tion during the last year as compared with 
the previous year, and this suggests that the 
balance of payments is not very adverse. If 
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it is adverse, the amount cannot be very 
large and is possibly due to a higher level of 
prices in the Free State as compared with 
Great Britain, which latter can be ac- 
counted for by the civil trouble in Ireland 
in 1922-23 and the consequences arising 
therefrom. Ordinary economic forces will 
readjust this difference in price levels in two 
countries which are adjacent and have the 
same currency. 

It is obvious that the Irish Free State 
which is a creditor country has within itself 
large financial resources with which it can 
finance industrial and agricultural develop- 
ment. Heretofore the opportunities did not 
exist for such investment. But as soon as 
industrial schemes are forthcoming which 
give assurance of success, investors in the 
Irish Free State will in the natural course 
finance such schemes. With the general 
commercial and agricultural development of 
the country the banks will have a further 
field for their assets and will thereby di- 
minish the proportion which they at present 
invest abroad. On the occasion of the first 
national loan of the Irish Free State in 1923 
for £10,000,000, the total amount was over- 
subscribed by residents of the Free State in 
less than the allotted time. 


A Small Protective Tariff 


HE government of the Irish Free State 

has already begun attacking the problem 
of a better balance between agriculture and 
industry in the country. At present it is 
predominantly agricultural. Of its total ex- 
ports only 9 per cent consists of what are 
ordinarily called manufactured articles. The 
government is attempting a readjustment of 
this relation by the introduction of a small 
protective tariff on selected articles which it 
is hoped eventually will be produced at com- 
petitive prices in the Irish Free State. The 
tariff on imported manufactured tobacco and 
cigarettes has led to the establishment of 
three large British tobacco factories, with 
the result that the large’ percentage of cig- 
arettes and tobacco consumed therein are 
now manufactured in the country. The gov- 
ernment is also considering the introduction 
of the beet industry and the manufacture of 
sugar. The farmers of the county Water- 
ford are establishing a meat packing indus- 
try for the supply of fresh dressed meat for 
the British market, thereby attempting to 
substitute the export of dressed beef and 
mutton for cattle on the hoof. This, it is 
expected, will lead to the creation of many 
subsidiary industries, such as the manufac- 
ture of leather, soap, etc. 

The government has also decided to pro- 
ceed as soon as possible with the scheme for 
hydro-electrification of the river Shannon— 
the largest river in Great Britain and Ire- 
land. The detailed report of the committee 
of European experts appointed to investi- 
gate the plans of Messrs. Siemens-Schuckert 
of Berlin is so convincing that no doubts 
exist in the minds of government authorities 
as to its commercial success. The develop- 
ment, expected to be in working order in 
three years, will supply a cheap and ample 
supply of electricity for all industrial under- 
takings and for transport. No difficulty is 
expected in financing it. The government 
is guaranteeing one million pounds sterling 
to public authorities or corporations for the 
development of industry. 


While these measures are being under- 
taken by the government to promote indus- 
try, it is also equally active for the develop- 
ment of agriculture. An act has been passed 
by which the balance of the unpurchased 
land will be now vested in the tenants, there- 
by removing the last vestige of landlordism. 

Under a recently enacted law butter and 
eggs can be exported only from registered 
premises. The butter will carry a national 
brand which will be an absolute guarantee 
of high quality, and the eggs will be tested 
and graded under government inspection be- 
fore being exported. 


To Improve the Breed of 


Cattle 


BILL has been passed with the object of 

improving the breed of cattle. At pres- 
ent 700,000 cattle valued at £15,000,000 are 
exported to Great Britain. It is expected 
that within four or five years the value of 
the cattle will be increased by £2, per head: 
while the yield of milk will be increased, 
with the same number of cattle, by 200,000,- 
000 gallons or in current price £7,000,000 per 
annum. 

It is obvious that as these plans develop 
much capital invested abroad will find a 
fruitful field at home both by banks and by 
the public. There are within the state large 
financial resources to draw from. The con- 
dition precedent to all economic development 
and investment is now achieved, in spite of 
pessimists, and that is political stability. 
Political stability is as assured in Ireland as 
in any other normal country and will be 
further strengthened by the general estab- 
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lishment and determination to have peace all 
over Europe. 

Taxation is high because the government 
is exceedingly conservative in finance and 
is determined to pay its way out of taxes, 
although it is asserted in many quarters 
that it should borrow more than it has 
done on the theory that much of its ex- 
penditure is in the nature of capital invest- 
ment. Yet by its present method govern- 
ment authorities believe better results will 
in the long run be achieved. Its budget bal- 
ances and the balance in the Exchequer on 
February 7, 1925, was £3,992,125. 

It is estimated that on March 30 next the 
total indebtedness will not exceed £13,000,- 
000. Already £6,838,000 cash has been paid 
for property losses and since the establish- 
ment of the Free State the annual loss of 
£1,440,000 incurred in the operation of the 
post office under the British administration 
has been reduced to £650,000. 

The economic future of the Irish Free 
State is full of hope. 


No Roaring Boom 


HILE “there is no roaring boom in 

sight,” the country “is in a prosperous 
condition, and the prospect is one of con- 
tinuing activity,” the Mechanics & Metals 
National Bank of New York declares in its 
March survey of business conditions. There 
is a strong buying power which is being fa- 
vorably and intelligently employed, it sets 
forth. “So many known factors favor good 
times that with the country’s entrance upon 
spring, bringing moderate weather and oppor- 
tunities for open-air work, it is not possible 
to be pessimistic over the immediate pros- 
pect,” it continues. 

It finds that there is only a small 
volume of forward buying, and the man- 
ufacturing output is being carefully keyed 
to meet the volume of orders. 


This old world edifice, which looks like a palace, is the home of the Bucharest Trust 
& Savings Bank in the capitol of Roumania 
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Extending the Service of Expert 
Money Management 


How the Corporate Fiduciary, by Coordinating Its Efforts With 
the Life Insurance Underwriters, the Bar and Group of Philan- 
thropic Organizations May Deal with Growing Complexities 
Surrounding Trusts Is Considered at Mid-Winter Conference. 


HE means by which the most ad- 

vanced form of money management 

can be extended to the American 

people by the corporate fiduciary 
were featured at the sixth annual mid-winter 
conference of the Trust Companies of the 
United States, held in New York on Feb. 
18 and 19. Stressing the need for practi- 
cal cooperation amid the growing complexi- 
ties in the social order, the conferees, rep- 
resenting institutions having control over 
sixteen billions of dollars in resources, con- 
centrated upon a consideration of the life in- 
surance trust as a way of enabling Ameri- 
cans to die at par, and of providing a 
means of protecting the principal of the 
estates that are left to their heirs. How the 
trust companies can work with the philan- 
thropic and educational bodies, having bil- 
lions of dollars to direct in investments, 
was brought before the conference, while 
the early efforts made by a special commit- 
tee appointed by the Trust Company Divi- 
sion to eliminate the confiscatory and un- 
fair provisions of the inheritance tax and to 
suggest a uniform method of estate taxation 
by the Federal and state governments were 
reviewed. 

The work-a-day problems that trust com- 
panies are faced with in the administration 
of trusts were not slighted. Through the 
medium of prepared questions the confer- 
ence raised these points and, from the ex- 
perience of those participating, generally 
found solutions. By this open forum 
method trust officers from all parts of the 
country presented the puzzling situations 
which seemingly stumped them, while others 
recited how their own institutions had hit 
upon novel and successful ways of develop- 
ing business. 


Handicap of Diverse Laws 


HROUGHOUT the sessions many cases 

were cited to show that the lack of uni- 
formity in state laws was making the han- 
dling of a trust more and more difficult; 
however, this situation was tending to bring 
to the public attention the better service that 
a corporate fiduciary, with its specialized 
machinery and rich experience, can render in 
administering trusts and in dealing with 
estates. 

The novelty of having no set speeches was 
called to the attention of the conference at 
the outset by Francis H. Sisson, Vice-Presi- 
dent of the Trust Company Division, who 
said that the two major motives animating 
the whole meeting was to tell how to ex- 


tend trust company activities and how to 
perform them properly. 

“We are entering now, it seems, upon a 
period of prosperity perhaps not as great, 
nor as rapid as some of us desire, but never- 
theless a period of prosperity which we 
have all felt and can all vision, in which the 
duties of corporate fiduciaries will be at- 
tended with even greater responsibility and 
perhaps difficulty than in any preceding pe- 
riod,” Mr. Sisson said. “The vast wealth 
which is entrusted to their care and the re- 
sponsibility which goes with the conserving 
of property and wealth will be emphasized 
more and more as the years go by. We will 
have the problem upon our hands of in- 
vesting this wealth wisely, not only to ob- 
tain the largest return possible in the pros- 
perous days which seem to be before us, but 
to protect that wealth when the next cycle 
comes, and the wheel again revolves and 
deflation follows inflation.” 


Life Insurance Trusts 


OW the trust companies and the life 

insurance underwriters may coordinate 
their efforts was laid before the conference 
by Leslie G. McDouall, assistant trust officer, 
Fidelity Union Trust Company of Newark, 
and Edward A. Woods, vice-president of 
the Equitable Life Assurance Society of 
Pittsburgh. Reciting that life insurance 
policies constituted 81 per cent of all prop- 
erty left by persons dying in the United 
States, Mr. McDouall stated that it was 
estimated 90 per cent of all estates of $5,000 
and over were entirely dissipated within 
five to seven years, because these policies 
were paid out in a lump sum to persons gen- 
erally who knew little about managing 
money. He pointed out that some of the 
insurance companies, seeking to prevent this 
loss, had developed a system for the pay- 
ment of these policies in installments, but 
said that this arrangement had certain defi- 
nite limitations. EEndeavoring to meet this 
situation, he told how the banks exercising 
trust powers had developed the funded and 
unfunded life insurance trusts. 

Mr. McDouall explained that the unfunded 
trust was a simple and sure way to build 
up an estate, as the insured merely entered 
into a trust agreement whereby policies now 
in force, or to be applied for, were made 
payable to a trust company as _ trustee. 
On the death of the insured the trust com- 
pany collects the proceeds and administers 
them in accordance with a trust agreement. 
The funded trust differs in that the in- 
sured, at the time the trust is established, 
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deposits income-producing securities yield- 
ing sufficient annual income to pay the pre- 
miums on the insurance in force or there- 
after obtained. The proceeds are managed 
in accordance with his directions, so that 
the family’s future financial welfare is as- 
sured by the superior money management 
that the corporate fiduciary offers. 

A life insurance trust may also be cre- 
ated to help save estates, after they are built, 
Mr. McDouall explained, in presenting the 
question of “clean-up” insurance. When a 
man dies not only does his earning power 
stop, but his estate accumulates immediate 
liabilities in the form of immediate cash 
demands for inheritance and Federal taxes 
as well as other expenses. To meet these 
the forced liquidation of estates, with the 
sale of the most desirable securities, is neces- 
sary in many cases. 

“Our mission is to help the citizen to 
leave his estate intact,” Mr. McDouall 
stated. “We can do it by helping him build 
a super-estate of life insurance equal to 
the taxes his estate must pay. Instead of 
the tax problem eating the heart out of 
his estate, this super-estate of life insur- 
ance will be available on his death to cover 
taxes and other expenses. It is the only 
safe plan that will enable one to amortize 
taxes and other expenses payable at a fu- 
ture date. Let me emphasize that the ef- 
fort of the trust companies to create life 
insurance trusts is a cooperative endeavor 
to teach our population sound economic prin- 
ciples and to encourage thrift as a basis for 
an economic surplus. It is supplemental to 
the great work of the trust companies and 
is intended to take up where the average in- 
surance company must leave off.” 


The Two Missions 


TATING that the province of the in- 

surance companies is to build up es- 
tates and provide immediate cash to liqui- 
date them, while the mission of the trust 
companies is to conserve them, Mr. Woods 
pointed out that cooperation between the 
two great institutions might be based upon 
the identity of interests and the fact that 
the work of each supplements the other. 
There is no reason why the trust companies 
should not use the services of the 150,000 
solicitors working for the underwriters, he 
stated. 

Mr. Woods discussed the shrinkage that 
takes place in estates, due to the demands 
made upon them for death taxes and inci- 
dental expenses. He cited the report of 

(Continued on page 581) 
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Keeping Savings Banks Assets 


Liquid 


By E. W. WILSON 


President, Pacific National Bank, San Francisco 


In Scattering Investments, Bankers Must Keep Law of Averages 
In Mind. Real Estate Loans May Be Improved by Putting Them 
On Installment Basis. Good Bond House Protects Banks From 
Bonds Issued by Companies Having Inefficient Management. 


O savings bank could pay its de- 

positors in full if they all asked 

for their money at the same time. 

The depositors fully understand 
this, and they also understand that their 
funds, when deposited in a savings bank, are 
invested in securities, or loaned against col- 
lateral. They have a right to believe, and 
they do believe, that these investments will 
be kept in such liquid form as to provide 
money. for those who desire to withdraw as 
and when these demands are made. This 
makes it necessary for savings bank man- 
agements to keep their interest return con- 
stantly in mind, so that proper earnings are 
made to pay interest to depositors, cover 
running expenses, and provide a fair divi- 
dend to the stockholders. It makes it neces- 
sary, also, for them to keep in mind the 
class of investment they take on, and the 
kind of loans they make, so that the bank 
may be kept provided with funds to meet its 
daily requirements. 

The old adage, “A chain is no stronger 
than its weakest link,” applies admirably to 
the strength of savings banks. The weakest 
link in the strength of these institutions is 
the will of its depositors concerning a desire 
to withdraw their money. The disposition 
to withdraw is the result of many things— 
the fear that the bank is unsafe—a general 
depression in business—the opportunity of 
the depositor to obtain a larger income from 
his money by lending it direct, or by pur- 
chasing bonds, stocks, and other securities— 
too much rain—too little snow in the moun- 
tains—the hoof and mouth disease—or any 
other catastrophe, actual, probable, or pro- 
spective. 


The Law of Averages 


HERE is no rule more necessary for the 

manager of the bank to keep in mind 
than that of the “Law of Average.” He 
applies this to the probabilities of with- 
drawals by depositors, the payment of loans, 
in whole or in part, by the borrowers. He 
must think of this law of average when he 
is scattering his investments; he must think 
of the kind of securities, the class of busi- 
ness, the locality where the property on 
which he is lending money is situated, so 
that while some of the values may decrease, 
others may increase, to the end that the 
strength of the bank may not be weakened. 
He must never lose sight of the “Law of 
Average.” 


During the past few years the laws of the 
different states have become very much more 
uniform as to the kind of investments which 
savings banks may make. United States 
government bonds are the most liquid se- 
curities obtainable. They have, however, 
low interest return, but are usually con- 
vertible into cash over night. State, county 
and city bonds, with higher interest return, 
with less ready convertibility, but with still 
a wide market, are legal for savings banks 
everywhere. Railroad and industrial bonds 


of a certain standard, and securities of pub- - 


lic utilities that measure up to requirement, 
are looked upon with favor, and when prop- 
erly selected, have a high standard as sav- 
ings bank investments. These latter securi- 
ties (public utility) have been decidedly on 
the upgrade, as a result of more careful 
supervision, and are now looked upon with 


much greater favor than they were a few. 


years ago. 

In the making of investments, a selection 
of those that will keep the bank in liquid 
condition is the outstanding thing to be kept 
in mind. There are many factors that enter 
into the providing of a ready market for 
securities: The character of the signer of 
the obligation, the character of the lien that 
is provided and the margin of safety fur- 
nished by the earnings of the institution, the 
place where the property is located, the 
chances of improvement in that particular 
locality, and the past history of the com- 
munity. 

Railroads running through a prosperous 
country will have that prosperity reflected in 
the value of their stock. The stock in pub- 
lic utilities located where the business is 
prosperous and steadily improving has a 
more ready market than where the business 
is at a standstill, or going back. Mortgages 
on farms where the owners are making a 
profit on their products are kept up better; 
interest and installments, as provided, are 
made in a better manner than in localities 
where prosperity is absent. Location selec- 
tion, therefore, is highly important. 


Real Estate Loans 


HESE loans are everywhere eligible for 

savings banks, and provide the largest 
part of their.investment. The rate of re- 
turn is usually better than that obtained 
from other savings bank investments. While 
the ultimate payment is reasonably certain, 
these loans are not liquid, and their history 
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. bank’s liquid condition. 


is that you have to renew, renew, renew. It 
is, therefore, not advisable to depend upon 
real estate loans for your investments in 
times of stress. Something more liquid, and 
more easily converted must be held for that 
purpose. I am a strong believer in the pos- 
sibility of improving real estate loans by 
making them upon the installment basis. In 
city property, this can be done upon a 
monthly payment plan; in agricultural prop- 
erty, it may be arranged with reference to 
the products of the farm covered by the 
mortgage. If in a dairy country, there is a 
monthly return; while in a fruit, wheat or 
other grain country, there is only an annual 
return. If the land produces sheep, ‘it is 
wool in the spring, and lambs in the fall. 
If you have these partial payments flowing 
into the bank, they serve as a great help in 
times when deposits are normally going 
down, or in other periods of stress. 

In the last analysis, the management of 
the railroad provides the income which it 
needs to pay interest on its investments, and 
makes dependable, railroad bonds and other 
securities that may be held by savings banks. ° 
Men, through economical management, and 
through aggressiveness, provide the profits 
with which public utilities take care of their 
obligations. Men are responsible for the 
proper selection of good real estate loans, 
and the elimination of bad ones. Men, also, 
are depended upon to work out of financial 
distress agricultural and business concerns 
which become involved, where their securi- 
ties have found their way into a savings 
bank. Men with a clear understanding of 
the necessity for liquid securities in a bank 
scatter these among different lines, in differ- 
ent localities, and in different classes of 
business. So that, unless the men who con- 
trol the management are right, no matter 
how long the railroad is, how good a state- 
ment the utility can make, or what the his- 
tory of the industrial undertaking is, the in- 
vestment should not be passed as satisfac- 
tory. 


A Good Bond House 


HE financial house that furnishes sav- 
ings banks with bonds and other securi- 
ties, is a real factor in maintaining that 
The good house 
selling securities keeps a close watch upon 
the concern whose securities it has placed 
upon the market. It watches the income, the 
(Concluded on page 596) 


| 


The Growing Use of Bankers’ 


Acceptances 


By MITCHELL IVES 


Nearly One-third of Federal Reserve Banks’ Earning Assets 


Invested in Bankers’ Acceptances. 


Little Stir Made When 


Buying Rate is Changed. Acceptance Market, Development of 
Past Ten Years, Now Approaching the Billion Dollar Class. 


HERE is a great stir in financial 

circles when the New York Federal 
Reserve Bank changes the redis- 

count rate. Even talk of an im- 
pending change sends the money market up 
or down. The shifting of the rate is a 
momentous event, for it fixes the figure at 
which a bank can get credit from the Re- 
serve Bank. And 
certainly a change in 

the cost of obtain- 
ing credit is not to 
be regarded lightly. 

The spotlight is 
turned almost as 
prominently upon the 
purchases that the 
Reserve Banks make 
of Federal  securi- 
ties. For, at a time 
when the Reserve 
Bank cannot exert 
much influence over 
the market because 
no one wants to 
borrow from it, it 
can extend its influ- 
ence by investing its 
earning assets in se- 
curities. By buying 
large quantities of 
treasury certificates 
and notes, it can 
place funds in the 
hands of banks; by 
selling securities, it 
can’ take surplus 
money out of the 
market and cause the 
banks to borrow to 
replace these funds. 
For this reason the financial world keeps a 
vigilant eye on this phase of the open market 
operations of the Reserve Banks. 

There are three ways in which the Fed- 
eral Reserve Bank keeps its earning assets 
employed—by discounting the paper offered 
by member banks, by investing its funds in 
United States securities and through the 
purchase of acceptances and other paper. 
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Attract Little Attention 


BANK can obtain credit from the Fed- 
eral Reserve through selling its accep- 
tances just as easily as it can have its 
paper rediscounted. The figure at which 
the bank buys the acceptances thus repre- 
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sents the cost of obtaining credit. Whereas 
there is a great stir when the rediscount 
rate, which fixes the cost at which credit 
may be acquired is altered, there is little 
general notice when the Reserve Bank 
changes its rate at which bankers’ accep- 
tances are purchased. It is not announced 
by the Reserve Bank, although the banks and 


FEDERAL RESERVE BANK EARNING ASSETS: 


public attention. The resdiscount rate of 
the New York Reserve Bank was lowered 
three times during the year. Before and 
after each occasion there was much discus- 
sion. The buying rates on acceptances ° 
changed more than twice as many times dur- 
ing the year, and there was scarcely a mur- 
mur. However, the rediscount rate was 
lowered one-half of 
1 per cent at a time, 
while the acceptance 
rate changes were 
fractional. 


While the accep- 


tance fills no minor 
role in the open mar- 
ket operations of the 


Federal Reserve 
Banks, it takes a 


major part in the 


financing of our for- 


eign trade. The re- 
search workers of 
the Reserve System 


estimate that rough- 
ly from one-third to 


one-half of the im- 
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How the earning assets of the twelve Federal Reserve Banks were employed up until 
Nearly a third is invested in acceptances. 


dealers learn immediately of any changes. 

Why the changes in the buying rates 
of acceptances do not attract wider 
attention is a matter of some speculation, 
but this is partially explained by the fact 
that the buying rate generally is in conform- 
ity with the open market bill rate. 

An examination of how the earning assets 
of the Federal Reserve Banks are employed 
discloses that nearly one-third of the total 
is invested in bankers’ acceptances. During 
the last quarter of 1924 the acceptance port- 
folio was larger than the rediscounts. The 
value of the United States securities held 
by the Reserve Banks was only about one- 
third greater. Yet the acceptance operations 
scarcely ever appeared in the spotlight of 
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porting and export- 
ing of the American 
Overseas trade is 
financed through the 
medium of the ac- 


ceptance. It is a de- 
sirable piece of 
paper, from the 


standpoint of the 
System, because ac- 
ceptances must carry 
two good banking 
names and = meet 
other eligibility re- 
quirements that make them safe and liquid. 
Acceptances of certain types running as 
long as six months may be purchased by 
the Reserve Banks, but the ordinary limit is 
three months. Eligible acceptances are de- 
fined by the Federal Reserve Act as those 
“which grow out of transactions involving 
the importation or exportation of goods; or 
which grow out of transactions involving 
the domestic shipment of goods provided 
shipping documents conveying or securing 
title are attached at the time of accep- 
tance; or which are secured at the time of 
acceptance by a warehouse receipt or other 
such document conveying or securing title 
covering readily marketable staples.” 
(Concluded on page 593) 
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Work-A-Day Scenes in the New York Reserve Bank 


Photos by Picture Service Corporation, 
New York 


2. The transit division, where 400,000 checks are cleared daily. 
4. Binding money with steel bands. 

. Punching money, preparing it for retirement. 
5. The telephone exchange. 
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1. The mail room, maintained as a branch post office to speed 
banking operations. 
3. The main banking floor. 
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Some of the Major Problems 


DOCUMENT which should be of 
nation-wide interest is the “Report 
of the Giant Power Survey Board 
to the General Assembly of the 

Commonwealth of Pennsylvania,” a rather 
dull and drab title for a piece of printed 
matter suggestive of more real wholesome 
romance than a group of modern “best sell- 
ing” books. The report—typical of a gen- 
eral and national movement in electrification 
—points to a change of far reaching im- 
portance, not only in life in Pennsylvania, 
but throughout the settled portions of our 
country. 

The survey is preliminary to legislation 
which will unite the scattered and sometimes 
conflicting power companies, create a com- 
mon pool of power into which current from 
all sources will be poured, and out of which 
current for all uses may be taken. “Giant 
power,” says Governor Pinchot, in a mes- 
sage transmitting the document to the leg- 
islature, “seeks the cheapest sources of power, 
and hence the cheapest rates, while super- 
power is the interchange of small quantities 
of surplus power at the ends of distribution 
wires of each system.” 

So Pennsylvania contemplates producing 
its power on a gigantic plan into which shall 
be brought all power companies; making 
electric transmission lines common carriers ; 
making electric current available not mere- 
ly in the neighborhood of power plants, but 
even back on the farms, and bringing about 
a uniform price. 

And the importance of the Pennsylvania 
project to the people without that state is 
that, carried to fruition, the plan cannot fail 
to be an all potent force in the distribution 
of the population and in improving the en- 
vironment in which men and women live and 
work. If it can be done in Pennsylvania, 
it will be done elsewhere. 

The Governor points out that the develop- 
ment of steam power brought about a radi- 
cal change in the lives of millions. Before 
the coming of steam the workers were scat- 
tered, and home and cottage industries pre- 
vailed. The new power centralized indus- 
try, broke up home ties, took the people 
away from the rural districts and built up 
cities. Now with electric power transmit- 
ted everywhere and available at low prices, 
as Pennsylvania contemplates, industry may 
be decentralized to a degree and more people 
may come to enjoy life in small communi- 
ties and in rural districts. 

That is one feature why the Giant Power 
Survey and the events that it initiates have 
an importance not circumscribed by the 
state lines, for it may mean the coming of 
a new phase of civilization just as the ad- 
vent of steam made for a radical change 
in the lives of multitudes in many nations. 

Power and transportation have made the 
cities and kept them growing, and by the 
same token new methods of distributing en- 
ergy may easily re-distribute our populations 
—and again gradually re-make our destinies. 


By JAMES E. CLARK 


Cheap Money and Farm Prices 


66 HEAP money and lots of it!” was 

the rallying cry of a small group, 
who not very long ago were apparently 
convinced that a cure for the then prevailing 
ills of agriculture was to be brought about 
by more money. But later it was the con- 
viction of observers that about the time this 
slogan was going the rounds, many of the 
very people whom more money was pre- 
sumably going to benefit were, in fact,. at 
a disadvantage because they had too much 
credit! With readily granted credit they 
had over-extended themselves on the un- 
warranted supposition that a transitory mar- 
ket condition was going to be a permanent 
market condition. No one is justified in 
the assumption that the price of anything 
salable will be permanent. 

Now a combination of circumstances has 
brought about what is really a condition 
of “cheap money and plenty of it,” with 
the result that there is criticism emanating 
from other directions. There is a feeling 
that there is something wrong about the in- 
crease in the price of stocks, though that 
feeling depends largely upon whether or 
not the critics own stocks which have in- 
creased in market value. To an alarmist 
there may be something vaguely wrong, be- 
cause many stocks have gone up so many 
points, but if it happens, as it sometimes 
does, that all of a widow’s small estate is 
represented by a few first class’ stocks in 
her own safe or in charge of a trust com- 
pany, seemingly there should be nothing vi- 
cious in the fact that her estate has increased 
in value—especially if she is a few thousand 
miles removed from the stock exchange. 

What has happened on the stock exchange 
has had its counterpart on the grain ex- 
change in Chicago. Whether the increase 
in value in wheat came about wholly as the 
result of natural causes or as a combination 
of natural and artificial causes matters little 
to the man who had wheat to sell and who 
sold it, paid his bills and was thereby en- 
abled to do those things which in his life 
lay next at hand. 

And while it is true that many growers 
had sold their wheat before the days of the 
peak prices and that operators gained some 
benefits from the boom, it is nevertheless an 
interesting fact that the wheat producing 
areas have long been engaged in the process 
of “cleaning up” their debts. 

If cheap money has been a factor in 
stock speculation in New York, then, cheap 
money cannot be entirely absolved from the 
charge of being a factor in increasing the 
price of wheat on the Chicago market. And 
if the farmer had both stocks and wheat— 
as farmers sometimes do—and took his profit 
in each case, perhaps he is not sure that his 
friends would be helping him if they threw 
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something hard into the machinery of the 
markets ! 


Time to Take Up the Slack 


CIENCE and invention, besides turn- 

ing out work better and faster than 
before, also throw off as a sort of by- 
product more leisure for the world as a 
whole. The disposal of this by-product 
is a fair subject for economic considera- 
tion. The small amount of it which many 
persons employ to good advantage and the 
great amount of it which obviously is mis- 
used naturally raise a question as to whether 
or not something may be done to turn 
some of the by-product into better chan- 
nels. Someone lately expressed concern 
because good ways of employing the 
people’s leisure seemingly did not keep 
pace with the growth of that leisure. 

But the case is perhaps not as bad as 
it may appear to be. Diversion is an 
essential stimulant to the human mind. 
Therefore, what may appeal to a casual 
observer as a waste may after all have the 
element of great usefulness in it. The 
maintenance of public libraries everywhere, 
the growth of schools and educational in- 
stitutions, and the general increase in at- 
tendance in all institutions of learning are 
indications that the country as a whole is 
putting more and more of this leisure to 
profitable use. (The effects of compulsory 
education laws and the growth of the 
population, while related considerations, 
may nevertheless be set aside for the mo- 
ment as things apart.) The greatest city of 
the world always has difficulty in keeping 
up with the demand for schools. 

What are most of the great public bene- 
factions for the betterment of humanity, 
but provisions for making use of that 
leisure which our progress and prosperity 
have released to the people? Many of these 
benefactions not only provide benefits for 
the present generation, but in effect pass on 
means for profitable utilization of the leisure 
of others who shall follow this generation. 

In the list of public benefactions for 1924 
there is concrete evidence of that fact. 

The utilization of our leisure creates 
various demands, the fulfillment of which 
gives commercial opportunity and employ- 
ment. Our stores and shops for illustra- 
tion are burdened with things which would 
never have been woven or wrought to 
sell to a people with no leisure. 

We muddle through most great prob- 
lems and at length work out the right 
answers. If we are remiss in studying out 
the best utilization of our time that is 
something that can be repaired, and any- 
how there is comfort in the reflection—as 
we read.of various lamentations and pro- 
posed reformations—that we are not be- 
hind in our worrying! 
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So It May Help Without Harming 


Work of Federal Trade Commission Needs Rectifying. 


By ARTHUR B. WILLIAMS 
Member of Congress from Michigan 


Plan 


Proposed to Make it a Helpful Adviser of Business. In Stamping 
Out Unfair Methods Legitimate Business Suffers, Under 
Present Plan of Procedure. Should Have Confidence of Business. 


HAT is the matter with the 

Federal Trade Commission? 

This is a question that is up- 

permost in the minds of many 
business men. They ask very pointedly if 
its functions cannot be brought more nearly 
into line with the thought that prompted its 
creation in the first instance. 

When President Wilson recommended the 
establishment of a Federal Trade Commis- 
sion in a special message to Congress, Janu- 
ary 20, 1914, he said: 


“The business men of the country desire some- 
thing more than that the menace of legal process in 
these matters be made explicit and _ intelligible. 
They desire the adv:ce, the definite guidance, and 
information which can be supplied by an adminis- 
trative body, an interstate trade commission. The 
opinion of the country would instantly approve of 
such a commission. * * * It demands such a com- 
mission only as an indispensable instrument of in- 
formation and publicity, as a clearing house for 
the facts by which both the public mind and the 
managers of great business undertakings should 
be guided, and as an instrumentality for doing 
justice to business where the processes of the courts 
or the natural forces of correction outside the 
courts are inadequate to adjust the remedy to the 
wrong in a way that will meet all the equities and 
circumstances of the case.” 


Business men, as a whole, welcomed the 
creation of the Federal Trade Commission. 
The Sherman Act passed in 1890 had been 
allowed to lie practically dormant for nearly 
a decade, during which period the average 
business man did not even know of its ex- 
istence. Then government activity in the 
prosecution of monopolies was gradually 
brought to their attention. Practices in 
trade which had never been questioned were 
suddenly found to be illegal, and those who 
had participated in these transactions, not 
realizing that they had committed any crime, 
were faced with the possibility of prosecu- 
tion. During the following years great un- 
certainty and confusion existed as to what 
could or could not be done under the Sher- 
man Act. There were apparently conflicting 
decisions of the courts, and many questions 
had not been passed upon by the courts ‘at 


all. 
The Change in Ethics 


URING the twenty years preceding 1914 
a change was taking place in the stand- 
ards and ethics of all of the professions. An 
effort was being made to eradicate improper 
practices. During that period and the ten 
years following 1914, there has been a very 
great advance in the ethics of business. 
Competitive methods which were previously 
regarded as entirely proper are now looked 
upon as unethical by a large majority of 
business men. The morals of business have 
been on the whole greatly improved. 
When the Federal Trade Commission was 


organized, great things were expected of it. 
It was believed that it would serve as a 
friendly adviser to business generally and 
that its assistance in eliminating unfair and 
improper trade practices would be very help- 
ful. The better element in every kind of 
business was’ anxious to have conditions 
changed and to bring about the elimination 
of these generally recognized unfair meth- 
ods of competition. They recognized the 
frailties of human nature and felt that in 
coping with certain men in every avenue of 
business and in securing a correction of 
these evils the Commission could exert a 
salutary and corrective influence. 

While everyone must admit that the Com- 
mission has accomplished much in the field 
assigned to it, yet a very strong conviction 
exists that the Commission is not functioning 
as it should and that many evil consequences 
are actually flowing from its activities. 
When the Commission was first organized 
and for some time thereafter, it would send 
for the party against whom complaint had 
been made or give him informal notice of 
the nature of the complaint and solicit a dis- 
cussion of the situation involved. That 
practice has been eliminated in later years, 
and now after a complaint is lodged with 
the Commission, an ex parte investigation is 
made by it and then if the Commission so 
decides, a formal proceeding is instituted. 
Immediately wide publicity is given to such 
proceeding, and oftentimes the business 
complained of is put to large expense when, 
as a matter of fact, there was no real basis 
for any such proceeding, and the action is 
either dismissed by the Commission itself or 
through appeal to the courts. Business 
houses which have had a long and _ honor- 
able career naturally resent treatment of 
this kind, and, in many instances, have felt 
that their reputations have been greatly in- 
jured because of such unwarranted adverse 
publicity. They feel very naturally that the 
odium attaching to them because of the pro- 
ceeding by the Commission is not overcome 
by their later exoneration. They insist, too, 
that they should not be prejudged, but that 
they should at least have an informal oppor- 
tunity to present their side of the case be- 
fore it is decided to institute proceedings 
against them. 

Furthermore, there is a feeling upon the 
part of business interests that the decisions 
of the Commission represented by “cease 
and desist” orders are frequently not well- 
founded and that such decisions are more 
often out of harmony with the law than 
otherwise. This is supported by a reference 
to the results and the treatment accorded 
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such decisions of the Commission when they 
have been taken to-the courts. During the 
past six years, according to the 1924 report 
of the Commission itself, decisions of the 
lower Federal courts have in twelve cases 
been favorable to the Commission and in 
twenty-eight cases unfavorable to it. Dur- 
ing the same period the Supreme Court has 
only upheld two decisions of the Commis- 
sion, while it has overturned seven of its 
decisions. In other words, the Commission 
has exercised the high privilege of a wrong 
guess as to the law involved in its cease and 
desist orders in 70 per cent or more of the 
cases that have been ruled upon by the 
courts. Among the court decisions listed as 
favorable to the Commission, a considerable 
proportion were cases in which the order of 
the commission was upheld only in part. 
The record of the Commission in expound- 
ing the law is not a favorable one. 

In many instances the decisions of the 
Commission have not tended to clarify the 
law and the rights of traders, but to make 
the whole subject more complicated and un- 
certain than before. It is not every respon- 
dent who is in a position to stand upon its 
rights before the courts to straighten out an 
erroneous decision of the Commission. 


Give Business an Opportunity 


HE procedure by and before the Com- 

mission for a number of years back con- 
stitutes the principal ground of criticisms by 
business institutions. The nature of some of 
these criticisms has already been pointed 
out. It is believed that if instead of a for- 
mal complaint, the Commission would return 
to its former practice of calling in the rep- 
resentatives of the business institution 
thought to be offending and giving them an 
opportunity to learn the viewpoint of the 
Commission, and, if the Commission would 
take advantage of this opportunity to inform 
itself as to the position of the respondent, 
doing all this in a friendly and helpful way, 
a great many of the formal cases now 
brought before the Commission would never 
have to be instituted. It is believed that 2 
majority of mercantile and manufacturing 
concerns would be glad to promptly change 
their methods of doing business, if the mat- 
ter were thus brought to their attention. In 
cases where the practice is thought to be 
proper by the business house and it cannot 
by such informal contact convince the Com- 
mission of the correctness of its views, a 
formal proceeding could be inaugurated by 
the Commission. This, however, should be 
done by a notice to the respondent in which 
should be set out a statement of the facts 
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and the law applicable thereto in such a way 
as to clearly inform the respondent of the 
nature of the charge. The respondent 
should then be given the right, if it should 
care to do so, to make a motion to have the 
proceeding dismissed, on the ground that the 
acts complained of, taken as true, as alleged 
do not constitute an unfair method of com- 
petition within the jurisdiction of the Com- 
mission. The Commissiog would then de- 
cide the questions presented by this motion. 
Thus far there should be no publicity in 
connection with the matter. If the decision 
is against the respondent, it should have the 
right to take the questions presented by its 
motion to the courts for the purpose of. de- 
termining whether the facts alleged make 
out a case against it. If the decision of the 
courts should be favorable to the respondent, 
that would end the case. If not, the whole 
matter would come back to the Commission 
for the taking of testimony with most, if not 
all, the questions of law already disposed of. 
The respondent should have the right to dis- 
continue the methods complained of at any 
time in this whole proceeding, in which event 
a proper order would be entered by the 
Commission and further expense and litiga- 
tion would be stopped. With the principal 
questions of law thus previously decided, the 
respondent, as a rule, would only make a 
further contest in those cases where a defi- 
nite issue as to the facts could be raised. 

If this general plan should be adopted, ii 
would put the Commission in the position of 
being a real constructive help to business 
and the country in harmony with the pur- 
pose of the President and Congress, when 
the law authorizing it was first adopted. Its 
work would be facilitated, the number of 
litigated cases would be much less, and the 
concerns against whom unwarranted pro- 
ceedings are taken would have a short-cut 
method available to them for trying out in 
the courts the major legal issues involved. 
On the other hand, no serious difficulties 
would be imposed upon the Commission in 
proceeding against real offenders. 

There is no criticism of the purposes 
of the Commission. It is an institution 


which should be perpetuated, but to secure 
perpetuation, it must have the confidence of 
the public and especially the hundreds of 
thousands of business concerns which come 
under its jurisdiction. Unless something is 
done promptly along the line indicated, the 
Commission’s existence will be threatened. 
Those who are interested in continuing the 
Commission, and in that class can be put 
practically every legitimate business con- 
cern and everyone giving thought to public 
affairs, should unite in a constructive effort 
to put the work of the Commission upon a 
better basis and to save it not only on ac- 
count of the good work it has already done 
under handicaps but the much greater work 
that it can and should do in the future. 


Commission Should Be 
Perpetuated 


HERE is another phase of the activities 

of the Commission not affected by the bill 
above referred to, which should be briefly 
discussed in this connection. Under Section 
6 of the Trade Commission Act, wide pow- 
ers are given to the Commission to carry on 
investigations, whether resulting from com- 
plaints presented to it or made upon its own 
initiative. There has been considerable irri- 
tation over the way in which these investiga- 
tions are frequently carried out. In some 
cases apparently complaints have been made 
and investigations have proceeded on hear- 
say or suspicion, and the representatives of 
the Commission have pursued unwarranted 
tactics in attempting to examine the records 
and correspondence of the concern being in- 
vestigated. This practice has been very 
severely condemned by the Supreme Court 
in the American Tobacco case. It said: 


“Anyone who respects the spirit as well as the 
letter of the fourth amendment should be loath to 
believe that Congress intended to authorize one of 
its subordinate agencies to sweep all of our tradi- 
tions into the fire and to direct fishing expeditions 
into private papers on the possibility that they may 
disclose evidence of crime. * * * The interruption 
of business, the possible revelation of trade secrets, 
and the expense that compliance with the commis- 
sion’s wholesale demand would cause are the least 
considerat'ons. It is contrary to the first prin- 
ciples of justice to allow a search through all the 
respondent’s records, relevant or irrelevant, in the 


hope that something will turn up. * * * The right 
of access given by the statute is to documentary 
evidence—not to all documents, but to such docu- 
ments as are evidence. The analogies of the law 
do ‘not allow the party wanting evidence to call 
for all documents in order to see if they do not 
contain it. Some ground must be shown for sup- 
posing that the documents called for do contain 
it. * * * Some evidence of the materiality of the 
papers demanded must be produced. ** * W 
have considered this cas: on the general claim 
of authority put forward by the commission. The 
argument for the government attaches some force 
to the investigations and proceedings upon which 
the comm’‘ssion had entered. The investigations 
and complaints seem to have been only on hearsay 
or suspicion—but even if they were induced by 
substantial evidence under oath the rudimentary 
principles of justice that we have laid down would 
apply.” 

This case was decided March 17, 1924. 
It is to be hoped that the Commission will 
pay prompt heed to the language of the 
court above quoted and will correct its meth- 
ods of investigation accordingly. The busi- 
ness interests which have from time to time 
been subject to these unwarranted processes 
of investigation have a just complaint. 

The Trade Commission was organized to 
further a modern and new conception as to 
the needs of the country and of business 
itself. Business should of course be on a 
strictly competitive basis. Competition, how- 
ever, should not be unreasonably hampered 
in its aggressiveness. Monopolies, combina- 
tions in restraint of trade and unfair meth- 
ods of competition should not be tolerated. 
Among many thousands of traders there are 
those who are always anxious to overstep 
the line and to take undue advantage. There 
can be no excuse for practices of this kind. 
The Commission has done much more than 
is generally known to correct these improper 
conditions and methods. It has a real work 
to do. Its hands should be upheld, but the 
practices of the Commission, where they 
have been improper, should be curtailed or 
changed. Congress should not allow it to 
drift in the wrong direction. The cause for 
the irritation brought about by its own in- 
correct methods should be done away with. 
We should approach our consideration of 
the subject, not in a spirit of hostility, but 
with a desire to assist the Commission to 
get squared away for a great future use- 
fulness. 


The Western Savings Banks Conference 


HE first of three regional conferences 

of savings banks was held in San Fran- 
cisco on February 19-20, where representa- 
‘ tives of banks in eleven Western states dis- 
cussed timely problems. 

A novel way of opening the sessions was 
employed by Alvin P. Howard, President 
of the Savings Bank Division. His mes- 
sage was contained in a letter, such as a 
father would write to a son just about to 
enter college. In these remarks he stressed 
the importance of savings by telling his son, 
who thought the automobile industry was 
the largest enterprise in the country, that 
the twenty billion dollars in savings would 
buy all of the railroads and purchase the 
automobile industry twelve times over. In 
a conversational style the letter touched upon 
some of the major points in the wise use 
of money and pointedly observed that “the 
man who has not learned to conserve time, 
energy and purpose has no savings account.” 
Mr. Howard drew the attention of the con- 


ference to the fact that the boy who has 
just finished high school has been left un- 
touched by the teachers of thrift, although 
he is at the age where he seriously begins 
to think about the future. 

The net income determines the loan that 
a savings bank may safely make on west- 
ern agricultural loans, A. W. Hendrick, 
manager of the real estate department of 
the Bank of Italy of San Francisco, ex- 
plained, in presenting the problems involved 
in making loans of this type. He reviewed 
the three steps—the application, the appraisal 
and the making of the loan—laying especial 
emphasis upon the need of an intelligent ap- 
praisal of irrigated lands. Owing to the 
fluctuations in land values, which go up and 
down as the earnings vary, he warned that 
sales value was a dangerous basis of loan 
valuation. “The farming industry will never 
be placed on its feet by temporary expedi- 
dency or the passage of any emergency law,” 


Mr. Hendrick said. “The problem of the 
whole country seems to be the orderly mar- 
keting of its produce and a sensible observa- 
tion of the laws of supply and demand.” 


TRESSING the point that people will 

save if given some appealing objective, 
Paul Dinsmore, vice-president of the Ameri- 
can Bank of Oakland, discussed the impor- 
tance of home loans to savings banks. It 
is surprising, he said, how few of the 
bank’s customers know of the bank’s facili- 
ties other than its service as a depository. 
In extending loans, Mr. Dinsmore sug- 
gested the use of a deed of trust instead of 
a mortgage as security for the loan because 
of the expense of foreclosure under the 
mortgage. He said that his bank was a 
strong believer in the installment loan, as 
it has been found that the flat loan on resi- 
dential property was seldom paid off, and 
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How Canada Acquired Her State 
Owned Railways 


By SIR HENRY WORTH THORNTON, K. B. E. 


Ownership of Railways. 
It Necessary for Government to Act. 
Resources to Back Up Five Billion Dollar Outside Investment. 


HE people of the United States 
have a very large stake in Canada, 
in Federal, provincial and municipal 
securities. They have invested in our 

country a no less sum than $723,000,000. But 

this by no means represents the total invest- 
ment on the part of the United States citi- 
zens and United States banking institutions 
in the Dominion. In mining stocks, in 
hydro-electric plants, in lumber, pulp, paper, 
and other industries, the people of the 

United States have invested, with Great 

Britain, in the sister democracy across the 

border $5,000,000,000, truly a stupendous 

sum. 

What collateral has the Dominion of 
Canada to offer for this very large invest- 
ment? First, I would put fertile soil, which 
produces annually a wheat crop which aver- 
ages, through a period of years, at least 
350,000,000 bushels. Indeed, the total value 
of the products of Canadian soil is repre- 
sented by the sum of $1,000,500,000. And 
next there are the products of the forest, 
our pulpwood and all of those things which 
come from the manufacture of various prod- 
ucts which have their source in timber of 
various sorts. Third, I should place our 
mines and great mineral resources. These 
mineral resources in 1924 produced annually 
$214,000,000, and we have not scratched the 
surface. 


Largest Gold Producer 


HE untold mineral wealth of the Do- 

minion of Canada passes the conception 
of most of us who have failed to study the 
subject. Certainly it passes the conception 
of most of the citizens of the United States. 
Canada today is the third gold-producing 
country on the face of the earth, and with 
recent developments in northern and west- 
ern Quebec, I venture to predict that in the 
course of from five to ten years, the pro- 
duction of today will be trebled. Fourth, I 
should put the great resources of Canadian 
fisheries, both by sea and from internal 
waters. Fifth, there are the great water 
power resources of Canada, a water power 
which has but partly been developed, and 
which today produces a value of $290,000,- 
000, and which within five years, I am con- 
fident, will produce an annual value of at 
least $500,000,000. And then, sixth, I should 
put a courageous, thrifty population, living 
under stable conditions of government and 
animated by the same traditions which are 


Chairman and President, Canadian National Railways 


People Did Not Deliberately Embark Upon Theory of State 
Financial Difficulties of Lines Made 
Canada Has Untold 


characteristic of the great people of the 
United States. Lastly, we have an adequate 
transportation system, both by land and 
water, to bring the production of the soil, 
the forest and the mines and the labor of 
the hands of the Canadian people to that 
adequate and large market which lies just 
across the border. 

We have in Canada two great railway 
systems, one which is operated under a pri- 
vate administration, and one which is the 
property of the people of Canada and ad- 
ministered by the government. 

Much apprehension has existed with re- 
spect to the reasons which prompted the 
people of Canada to embark upon state own- 
ership of railways, and it might be well if I 
should explain how that situation arose. 

It has been much abused, both by its ad- 
vocates and by its enemies. It has been 
held forth as a horrible example on the 
one hand and an admirable thing upon the 
other, and as is usually the case, both sides 
are wrong. 


How Canada Acquired 
Her Railroads 


people of Canada acquired a rail- 
way system of some 22,000 miles of lines, 
100,000 miles of telegraph wires, adminis- 
tered by a telegraph company, an express 
company operating over that mileage, not 
because in any sense they examined the 


! system of state ownership of railways and 


had become convinced that this was the 
proper method of administration, but simply 
because circumstances drove them into the 
position of controlling through the state a 
large percentage of their mileage. The 
Canadian National Railway System is com- 
posed of the old Grand Trunk System, the 
Canadian Northern Railway Company, which 
was built by Mackenzie and Mann; the 
Transcontinental Railway, which extends 
from Winnipeg to Quebec, and the old In- 
tercolonial Railway, which was built as one 
of the reasons for inducing the maritime 
provinces to enter the confederation many 
years ago. 

The Grand Trunk Railway System had 
embarked upon an adventure which in- 
volved building a railway from Winnipeg 
to the Pacific Coast and had guaranteed 
the securities of that enterprise. In the 
course of time, when, largely as a result of 
the war, the Grand Trunk Pacific, as it was 
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so called, found itself in serious financia}? 
difficulties, and that in turn involved the 
parent company, the Grand Trunk Railway. 
Almost simultaneously, the Canada North- 
ern Railway, which had been built from 
Winnipeg to Vancouver, was likewise in 
financial difficulty, and the government found 
it necessary to take over these two systems, 
not only because it had invested large sums 
in both of these enterprises in the form of 
subsidies, but also in order to prevent the 
cessation of transportation facilities to the 
people of Canada. So it was not because 
the people of Canada deliberately embarked 
upon the theory of state ownership of rail- 
ways that they acquired this vast mileage 
but because of the situation which con- 
fronted them, and the government wisely 
decided that it would take over the Grand 
Trunk Pacific, the parent trunk company, 
the Canadian Northern, the old Intercolonial 
and the Transcontinental upon terms which 
were agreed upon. Having found them- 
selves possessed of this mileage, the only 
intelligent thing to do was to try to oper- 
ate that mileage as economically and as 
satisfactorily as possible in the interests of 
the people. That is why the people of 
Canada find themselves in possession of 
what is known as the Canadian National. 
Railway System. 


Different Problem in U. S. 


7 success or the failure of that sys- 
tem will prove nothing whatever with 
respect to the same problem which may 
some day confront you in the United States. 
It will contribute nothing toward the so- 
lution of the same problem which may con- 
front the people of any other nation on 
the face of the globe. We are simply do- 
ing the best we can with the circumstances 
which have confronted us. The custodians. 
of large securities should be assured that the 
people of Canada are not wedded to the 
theory of the state ownership of railways, 
but are simply trying to work out as best 
they can the problem which confronts them. 

So far as we have gone, we have at least 
demonstrated one aspect of the problem, and 
that is that if politics can be kept out of 
the administration of state-owned railways, 
they can render just as satisfactory a ser- 
vice to the public as any private corporation, 
but there is a large “if” there, and it is 
spelled with a capital “I.” 

(Continued on page 585) 


The Charge of the Right Brigade 


By DALE GRAHAM 


Chairman, Committee on Analysis, Missouri Bankers Association 


By Which Many Banks Checked a Horde of Unprofitable Busi- 
ness and Made Each Losing Account Face About and Become 


Self-Sustaining. A Cross-Section of the Country Showing the 


Small accounts to right of them, 
Small accounts to left of them, 
Their profits were plundered; 
But out of the Valley of Loss 
Charged the twelve hundred! 


T has been a long time since bankers 

first realized that small checking ac- 

counts not only fail to pay a profit, but 

actually fail to pay their own way. 
Yet, it has been only during the past few 
years that any considerable number of bank- 
ers felt that the small account problem was 
one that could be satisfactorily solved.” 

The first steps were taken in the very 
large cities, chiefly by those institutions that 
had so much big business that they were not 
seriously concerned whether they retained 
either the accounts or the good will of small 
depositors. But soon others, with more to 
lose, followed: 

It did not take much analysis to convince 
these banks that a checking account of a 
hundred dollars or less—and even those un- 
der two hundred—fell far short of reim- 
bursing them for the cost of pass books, 
checks, deposit slips, ledger sheets, state- 
ments, clerk hire, and other actual expenses 
for which they were directly responsible. 

There was no question about it. The 
banks were right; they knew it, they could 
prove it, so they charged. 

But the charge of the Right Brigade, as 
we may call them, was unlike that of its 
famous predecessor, the Light Brigade, for 
the charge was not at all disastrous. There 
were no casualties. In fact, the enemy, if 
the small depositors could be called such, 
completely capitulated. 

Something was discovered that might have 
been known in advance—small checking ac- 
count customers are mostly reasonable hu- 
man beings, and are not looking for some- 
thing for nothing even where the banker is 
concerned. Naturally, they did not know 
their accounts were unprofitable, for they 
had never been told. But when the situation 
was explained to them, they saw the fairness 
of the banks’ contention and either built up 
their balances or willingly submitted to the 
charge. 

The service charges ranged from fifty 
cents to two dollars a month, but there were 
very few customers who felt that the safety 
of their money, the convenience of the check 
book, and the bookkeeping services of the 
banks were not worth that much to them. 

With this fact proved, many banks in 
many cities enlisted in the ranks of the 
Right Brigade, and joined in the charge. 
Today, according to the table which fol- 
lows, there are over 1200 banks in nearly 
seventy-five important cities making service 


Practice in Many Cities. 


charges to place small accounts on a basis 
where they are at least self-sustaining, if 
not slightly profitable. 

The net result is startling—over four mil- 
lion dollars additional annual income for the 
banks that have adopted the charge! A\l- 
though this does not represent four million 
dollars profit, it means the elimination of 
that much loss, which is precisely the same 
thing. 

Honor the Right Brigade! 


Asking the Banks 


| geseper! in 1924 the Committee on Analy- 
sis of Accounts of the Missouri Bankers 
Association sent to two banks in every city 
in the United States having aggregate bank 
deposits of ten million dollars or over, a 
questionnaire requesting information as to 
the prevailing practice, locally, in the matter 
of handling small checking accounts. The 
questionnaire included these questions: 

1, What minimum initial deposit, if any, is re- 


quired? 

2. Is a service charge made? If so, 
amount, and under what conditions? 

3. Is the service charge made if the account 
simply falls below the minimum (as for one 
or two days), or only when the average 
for the month is below the minimum? 

4. Are service charges applied to accounts with- 
out any activity? 

. Is the service charge applied to every account, 
regardless of affiliations with other profitable 

business ? 

. Is the service charge made by all banks under 

a Clearing House rule? 

. Was there any unfavorable newspaper com- 

ment? 

Was any other trouble experienced? 

. What is your opinion of the service charge? 


The information obtained and circulated, 
created such general interest that the com- 
mittee again sent out letters this year to 
bring the information up to date. 

It was found that since the 1924 survey 
quite a number of new cities had come into 
the service charge group. These included 
Boston, Boise, Denver, Helena, Reno, St. 
Joseph, Wichita, Rockford, Tampa and 
Kansas City. Minneapolis banks, which had 
a 50-cent per month charge in force, in- 
creased the amount to $1.00 per month. 

The surprising feature of the inquiry is 
the fact that not a single city reported any 
difficulty in the way of adverse criticism or 
unfavorable newspaper comment. The ser- 
vice charge is just, and is readily admitted 
to be so whenever the underlying facts are 
made plain. 

The bankers’ viewpoint may be indicated 
by the following responses : 

Question: Is the service charge made if 
the account simply falls below the minimum 
(as for one or two days) or, if the average 
for the month is below the minimum? 
Answers: About evenly divided, with ma- 
jority probably favoring charging when 
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what 


wn 


Optimistic Comments of Bankers. 


average balance falls below minimum. 

Question: Are service charges applied 
to accounts without any activity at all? 
ANSWERS: Beaumont, Tex.; Knoxville, 
Tenn.; La Crosse, Wis.; Lincoln, Neb.; 
New York City; Oakland, Cal.; Philadel- 
phia, Pa.; San Bernardino, Cal.; Spokane, 
Wash.; Lincoln, Neb., YES. Long Beach, 
Cal.; Minneapolis, Minn.; Sacramento, Cal. ; 
St. Paul, Minn; San Diego, Cal.; Sioux 
City, Iowa; Toledo, Ohio, Yes, in some 
banks. All other cities, No. 

Question: Does the amount of the 
charge in individual cases vary in propor- 
tion to activity? ANswers: See tabulation 
of cities. 

Question: Is the charge applied to every 
account, regardless of collateral business of 
affiliations with other profitable business? 
ANSWERS: Boston; Davenport, Iowa; Kala- 
mazoo, Mich.; La Crosse, Wis.; Lansing, 
Mich.; New Orleans, La.; Oakland, Cal.; 
Richmond, Va.; Rock Island, Ill, Yes. 
Atlanta, Ga.; Minneapolis, Minn.; Portland, 
Ore.; San Barnardino, Cal.; San Diego, 
Cal.; Seattle, Wash.; Spokane, Wash., Yes, 
in some banks. All other cities, No. 

Question: Is the service charge made by 
all banks under a Clearing House rule? 
Answers: Atlanta, Boston, Columbus, Ohio, 
Davenport, Denver, Des Moines, El Paso, 
Hartford, Kalamazoo, Kansas City, Knox- 
ville, La Crosse, Lansing, Long Beach, Los 
Angeles, Minneapolis, Moline, New Orleans, 
Oakland, Ogden, Omaha, Orange, N. J., 
Peoria, Phoenix, Portland, Richmond, Rock 
Island, Ill., St. Joseph, Sacramento, Salt 
Lake City, San Bernardino, San Francisco, 
San Jose, Seattle, Sioux City, Sioux Falls, 
Spokane, Syracuse, Tacoma, Toledo, Wichi- 
ta, Yes. Others, No. 

Question: Was there any unfavorable 
newspaper comment? Answers: All, No. 

Question: Was any other trouble ex- 
perienced? The answers of all banks re- 
sponding were that no trouble had been ex- 
perienced. 

The table which follows at the bottom of 
page 594 is the revised survey for 1925 and 
shows the cities that either require minimum 
initial deposits or assess a service charge, 
or both. It is worth serious study by any 
banker whose profits are being lessened every 
year by the small checking account. 


Revised Compilation of Reports 


ITIES which make no requirements and 
assess no service charges are omitted. 
Their absence implies a negative report. 
While the questionnaire was sent to but two 
banks in a city, the tabulation attempts as 
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Elimination of National Waste 


By EDWARD EYRE HUNT 


Assistant to the Secretary of Commerce 


Avoiding the Extravagance of Booms, Making Operations of 
Industries Less Seasonal, Cutting Down Variety of Products 
and Reducing the Number of Links in Distribution Advocated 
by Hoover’s Department to Stabilize Our Business Structure. 


HROUGH the elimination of waste, 
it is possible that American industry 
and commerce in the long run will 
be transformed. Due to the initia- 
tive of Secretary Herbert Hoover, the De- 
partment of Commerce has put into mo- 
tion a number* of activities to attain this 
goal. Two years ago the program for elimi- 
nating waste in our industries was hardly 
more than a theory; but today it is possible 
to speak of results because actual progress 
has been made in several lines. All of the 
activities, grouped under the head of elimi- 
nation of national waste, are intended to 
stabilize the business structure both by the 
encouragement of better management and 
by the development of voluntary cooperative 
efforts of the business community as a whole. 
Some of these vast national wastes have 
been enumerated by the Secretary as fol- 
lows: 


Waste from the speculation, relaxation of effort 
and extravagance of booms with the infinite waste 
from unemployment and bankruptcy which comes 
with the inevitable slump. 

Wastes from excessive seasonal character of 
production and distribution. 

Waste caused through lack of information as 
to national stocks, of production and consumption 
with its attendant risk and speculation. 

Waste from lack of standards of quality and 
grades. 

Waste from unnecessary multiplication of terms, 
sizes, varieties, 

Waste from the lack of, uniformity of business 
practices in terms and documents, with resultant 
misunderstandings, frauds and disputes. 

Waste due to deterioration of commodities. 

Waste due to inadequate transportation and 
terminals to inefficient loading and shipping and 
unnecessary haulage. 

Waste due to disorderly marketing, particularly 
of perishables, with its attendant gluts and famines. 

Waste due to many links in the distribution 
chain and too many chains in the system. 

Waste due to bad credits. 

Waste due to destructive competition of people 
who are fast exhausting their capital through 
little understanding of the fundamentals of busi- 
ne*s in which they are engaged. 

Waste due to enormous expenditure of effort 
and money in advertising and sales promotion 
effort, without adequate basic information on which 
to base sales promotion. 

Waste due to unfair practices of a small minor- 
ity. 
A multitude of wastes in use of materials, in 
unnecessary fire destruction, in traffic accidents 
and many other directions. 


Not “Small Change’’ 


HESE wastes, Secretary Hoover de- 

clares, are not the “small change” of 
industry and commerce; the elimination of 
any one of them means millions of dollars 
of annual savings. The elimination of eco- 
nomic waste is a social and financial asset. 
It has no liabilities. 

A few examples will indicate what can 
be done, and these examples are typical, not 
exceptional. 
turer of flour in Minnesota appealed to the 
department for assistance. He was shipping 


Some time ago a manufac-— 


flour all over the country with but little 
resulting success. The fact that he was 
shipping to distant points and paying heavy 
freight charges made it impossible for him 
to compete with millers who were nearer 
his markets. After analysis the depart- 
ment pointed out to the miller that a large 
market for his product existed within 250 
miles of his, plant. This market was suc- 
cessfully tested with the result that the miller 
has been able to sell his flour near home 
at a considerable profit. 

Recently a large chain store organization 
came to the department to find out what 
cities might serve as new points of contact. 
Upon examination it was found that the 
reason for establishing stores in the cities 
already served by this organization was en- 
tirely a matter of real estate. If an ageni 
found a good location, a store was estab- 
lished with no regard to the question as 
to whether or not the population could sup- 
port the store. 

Waste in packing was shown by an ex- 
ample which recently came to the attention 
of the department where a manufacturer 
of wooden articles was shipping them in 
large boxes of heavy lumber of the best qual- 
ity. The boxes weighed one-third or more 
of the total weight of the shipments. In- 
efficient packing means a loss of about $11,- 
000,000 annually to shippers, and a further 
loss of $5,000,000 to the railroads due to 
repairing faulty containers. 


The Larger Game 


UT the larger campaign of waste elimi- 

nation has been developed in another 
field. The conspicuous success of the Sec- 
retary of Commerce in checking wastes can 
probably best be shown by the work of 
the President’s Conference on Unemploy- 
ment, which met in Washington under the 
chairmanship of Secretary Hoover in Sep- 
tember, 1921. The conference was called 
to deal with one of our greatest wastes, 
namely, a general slackening of production 
and resulting unemployment. Four and one- 
half million persons were out of work when 
the conference began. But the successful 
relief measures which were developed were 
by no means the most important result of 
this conference. A group of eminent busi- 
ness men, labor leaders, economists and engi- 
neers, under the leadership of Owen D. 
Young, made a careful investigation of the 
problem of business cycles and unemploy- 
ment and reported in April, 1923. They de- 
clared that every business boom is followed 
by a slump, and that the only way to get rid 
of slumps is to anticipate and neutralize in- 
cipient business booms. The appearance of 
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this report curbed the beginning of a dan- 
gerous boom in the spring of that year 
—a result of incalculable benefit to our eco- 
nomic structure. 

The report laid special emphasis on better 
control of credit by the Federal Reserve 
System and individual bankers, so as to pre- 
vent speculation and over-expansion; sec- 
ondly, it pointed to the need of the col- 
lection and dissemination of more adequate 
information as to economic tendencies by 
means of statistics of production, stocks, 
consumption of commodities and employ- 
ment, so as to enable business generally to 
anticipate the approach of periods of danger ; 
and thirdly, it advocated the deferment of 
public construction work during periods of 
general activity in private construction, so 
as to release such work whenever possible 
in periods when the construction industries 
are not fully occupied. 

Another investigation of economic waste 
made by a committee of the President’s Con- 
ference on Unemployment was the study 
of seasonal operation in the construction in- 
dustries. This report, published in July, 
1924, shows that custom and not climate is 
mainly responsible for the seasonal ups and 
downs of building, and that these vices are 
largely unnecessary and can be eliminated. 
Elimination of the wastes from seasonal 
inactivity would greatly strengthen the en- 
tire business structure, for construction is 
the balance wheel of American industry. The 
value of yearly construction in the United 
States is more than $5,000,000,000. If build- 
ing falls off, there is slackening in many 
other lines of industry, resulting in unem- 
ployment, decreased purchasing power of 
employees and further depression. 


Eliminating Excess Varieties 


TRIKING progress has been made in 

waste elimination of another sort through 
the Division of Simplified Practice estab- 
lished in the Department of Commerce in 
1921. In many lines of manufacture there 
is a large and wholly unnecessary diversi- 
fication of sizes and types of products. To 
eliminate excess variety it is necessary to 
ascertain the facts of present practice, to list 
all types, styles, sizes and variation of arti- 
cles produced in the last few years, with 
figures to show the relative demand for 
each. The Department of Commerce then 
acts as a clearing house for this information, 
and in cooperation with producers, distrib- 
utors and consumers, it supports recommen- 
dations mutually agreed upon and publishes 
them as a standard practice. Thirty-five of 
these recommendations are now in effect, and 
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Opinions of the General Counsel 


By THOMAS B. PATON 


Stopping Payment of 
Certified Check 


A New Jersey bank refers to a recent 
decision by a New Jersey court giving a 
depositor the right to stop payment of a 
check which the bank has certified for him, 
where the depositor has been defrauded 
by the payee of the check. The bank asks 
whether the depositor can be required to 
indemnify the bank should his claim of 
fraud be unfounded. 

Opinion.—Following a dicta in an earlier 
case to the effect that where a check is cer- 
tified for the drawer as distinguished from 
one certified for the payee or holder, the 
drawer is not discharged and in a suit by 
the payee both bank and drawer can set up 
the defense of fraud or failure of considera- 


tion te the drawer, the New Jersey Court 
of Errors and Appeals has recently held 


that a depositor has the right, in case of a 
check certified for him and obtained from 
him by fraud, to require the bank to refuse 
payment and if sued by the payee to inter- 
pose any defense that the drawer could have 
made. In the opinion of counsel of ability 
where the drawer stops payment because 
of fraud, the bank has no right to require 
indemnity which leaves it in a dangerous 
situation. In our opinion, however, the 
bank would be entitled to protect itself, not 
only by interpleading drawer and payee, but 
would be entitled to demand indemnity as 
a prerequisite to stopping payment, for a 
court of equity would not require the bank 
to assume the risk that the drawer’s claim 
of fraud is well founded. A bill is now 
pending before the New Jersey Legislature 
to place checks certified for the maker in 
the same category as those certified for the 
holder. This proposed legislation if passed 
will place the law of New Jersey in har- 
mony with the decisions in other states to 
the effect that after a check has been certi- 
fied whether for holder or for drawer, it 
is beyond the power of the drawer to stop 
payment.. The New Jersey decision to the 
contrary in case of certification for the 
drawer, is apparently based on an erro- 
neous theory. While the drawer has a right 
to stop payment of an uncertified check 
which is a mere order upon and authority 
to the bank to pay, as soon as the check is 
certified, whether for drawer or for holder, 
the character ofthe obligation changes. It 
is no longer an order on the bank to pay, 
but has been transformed by acceptance into 
an obligation of the bank as primary debtor 
to pay the payee upon which the drawer is 
only secondarily liable, the same as an in- 
dorser of a certificate of deposit, who has 
no right to stop payment because of fraud 
perpetrated by his indorsee. 


From New Jersey:—A recent decision by the 
New Jersey Court of Errors and Appeals is to 
the effect that where a check is certified for a 
depositor and is procured from him by fraud, the 
depositor has the right to stop payment. In such 
case, has the bank a right to require indemnity? 
= not, it would seem to be placed between two 

res. 


The decision referred to is Sutter v. 
Security Trust Co. (1924) 126 Atl. 425. It 
holds that a depositor has the right in case 
of a check certified for him and obtained 
from him by fraud (as distinguished from 
a check certified for the holder) to require 
the bank to refuse payment to the payee or 
to an indorsee of the payee not a holder in 
due course and that upon suit by the payee 
the bank can interpose any defense that the 
drawer could have made against the payee. 

Before discussing the question of the 
bank’s right to -indemnity, it will be useful 
to trace the history of the judicial rule, 
peculiar to that state, which has culminated 
in this latest decision. 

In 1909 the case of Times Square Auto- 
mobile Co. v. Rutherford National Bank, 
73 Atl. 479 came before the Court of Errors 
and Appeals of New Jersey. It was a case 
where a payee, and not the drawer, had had 
a check certified and the court held, in line 
with decisions in other states, that the bank 
was liable to the payee and could not inter- 
pose fraud of the payee upon the drawer in 
defense. The court in so deciding, also 
declared a dicta that in case of a check cer- 
tified for the drawer, as distinguished from 
one certified for the payee or holder, such 
certification did not discharge the drawer 
and in a suit by the payee hoth bank and 
drawer could set up the defense of fraud 
or failure of consideration to the drawer. 
This dicta was later recognized as having 
the force of law by the Court of Chancery 
in New Jersey in Sutter v. Security Trust 
Co., 122 Atl. 381, which was a suit by the 
drawer against the drawee because of hav- 
ing paid a check certified for the drawer 
after the latter had stopped payment. The 
court held that such payment by the bank 
to an alleged fraudulent payee after the 
drawer had requested that payment be 
stopped, denied to the drawer the privilege 
of asserting his defense to the payment; 
but notwithstanding this, the drawer could 
recover from the bank only for losses in 
fact sustained by such payment and must 
affirmatively prove fraud of the payee, 
which in the instant case he had failed to 
do. The decision by the New Jersey Court 
of Errors and Appeals, as to which you in- 
quire, is in affirmance of the judgment of 
the Court of Chancery, and, as shown above, 
positively declares the drawer’s right to stop 
payment of a check certified for him in case 
of fraud. 

The question arises under this latest de- 
cision in the Sutter case whether the bank 
has a right to require indemnity from the 
drawer as a prerequisite to obeying his 
order to stop payment? If not, the bank, 
as you say, is placed between two fires. It 
cannot know the circumstances of each par- 
ticular case. If it refuses to comply and 
pays the check and the depositor proves 
that the payee has defrauded him, it must 
pay again to its depositor; on the other 
hand, if it obeys the stop order and refuses 
to pay and the payee sues the bank and 
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proves that he is a bona fide holder for 
value, the bank must suffer the trouble and 
expense of defending an unsuccessful law- 
suit. 

Counsel for the New Jersey Bankers’ As- 
sociation has given an opinion to the Sec- 
retary of the Association in which, after 
referring to the dangerous position in which 
the latest Sutter decision leaves the bank, 
he says: “If the check was obtained under 
circumstances that would justify the drawer 
in demanding stop payment, the bank has 
no right to request indemnity. The only 
present remedy that occurs to me by which 
a bank can protect itself is to refuse to 
certify checks at the request of the drawer, 
but in lieu thereof to issue to him the bank’s 
check. 

“T suggest that it would be desirable for 
the Bankers’ Association of the State to se- 
cure legislation at the coming session of 
the legislature, which will provide that the 
drawer of a check which has been certified 
cannot stop payment thereon without first 
indemnifying the bank to its satisfaction in 
double the amount of the certified check.” 

The Secretary of the New Jersey Bank- 
ers’ Association has advised General Counsel 
that a bill has been introduced in the New 
Jersey Legislature “to place checks certified 
for the maker in the same category as those 
certified for the holder.” 

A recent opinion was issued from the 
office of General Counsel suggesting that a 
check certified’ for the drawer could be 
stamped “not subject to stop payment.” 

This situation, as thus far judicially de- 
veloped, is peculiar to New Jersey, except 
that in a Missouri case (Bathgate v. Ex- 
change Bank (1918) 205 S. W. 875) the 
court followed the dicta of the original 
Times Square case and held that the bank 
when sued by the payee of a stopped check, 
was entitled to interplead drawer and payee. 
It would seem that this particular remedy 
would be available to the certifying bank in 
New Jersey. The depositor for whom the 
bank has certified the check claims he has 
been defrauded and orders payment stopped. 
The payee on the other hand contends he 
is a bona fide holder for value and demands 
payment. In this situation of conflicting 
claims, we think the bank is entitled to in- 
terplead the parties. 

But the question remains unanswered, is 
the bank entitled to indemnity as a prere- 
quisite to stopping payment at the drawer’s 
request of a check certified for him? Un- 
der the conception of the law in the origi- 
nal Times Square case, as we take it, while 
the bank could interpose an equity of the 
drawer in defense to payment of a check 
certified for him, it was not obligatory, but 
optional with the bank to refuse payment 
and interpose such defense in which event, 
without question, the bank would be en- 
titled to indemnity from the depositor as 
a condition of complying with his request. 
But under the latest decision in the Sutter 
case, the depositor has a positive right to 
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require the bank to refuse payment of a 
check certified by him, where he has been 
defrauded by the payee. The question of 
the right to demand indemnity in such case 
is somewhat doubtful. We are inclined to 
the view, nevertheless, that the bank is en- 
titled to demand indemnity. The check may 
be in the hands of the payee, or an indorsee 
of the payee. The payee may be a bona 
fide holder for value or the indorsee may be 
a holder in due course, or neither the payee 
nor indorsee may be entitled to enforce pay- 
ment. The bank does not know. The draw- 
er by the exercise of his right to stop pay- 
ment thereby places the bank in a position 
of jeopardy and may entail expense and loss 
upon the bank if the holder of the check is 
shown ultimately to be entitled to payment. 
Under such circumstances, it would seem 
that a court of equity would decree that 
the bank is entitled to indemnity as a con- 
dition precedent. Where a depositor loses 
his certificate of deposit, he has a right to 
require payment by the bank, but a court 
of equity in view of the possibility that the 
certificate may be negotiated, will require 
the depositor to give a bond of indemnity 
befcre receiving payment. Divine v. 
Unaka Nat. Bank, 140 S. W. (Tenn.) 747. 
For a full statement of the law to this effect, 
see Digest of Legal Opinions of Thomas 
B. Paton, 1921, No. 2161 et. seq. The 
underlying principle would seem to be 
that where one has a right to require an- 
other to do, or refrain from doing, a cer- 
tain act, but the exercise of such right may 
involve such other person, without any 
fault of his own, in a loss which if occur- 
ring, should properly be borne by the person 
exercising the right, a court of equity will 
require the giving of indemnity. as a condi- 
tion of the exercise of such right. 

We are inclined to the opinion that in 
the case under consideration, a court of 
equity would protect the certifying bank. 

We have stated above that a bill is pend- 
ing before the New Jersey Legislature to 
place checks certified for the maker in the 
same category as those certified for the 
holder. This proposed legislation, if passed, 
will place the law of New Jersey in har- 
mony with the judicial law of all other 
states, except Missouri, to the effect that 
after a check has been certified whether for 
holder or for drawer, it is beyond the power 
of the drawer to stop payment. We re- 
spectfully submit that the New Jersey de- 
cision to the effect that the drawer has a 
right to stop payment of a check certified 
for him where he has been defrauded by 
the payee, is based on an erroneous theory. 
Under the Negotiable Instruments Act, a 
check does not operate as an assignment but 
is a mere order upon and authority to the 
bank to pay which is subject to revocation. 
Having such character, the drawer has a 
’ right to revoke his order because the bank 
is not liable to the holder of an unaccepted 
check, but as soon as the check is certified, 
whether for drawer or for holder, the char- 
acter of the obligation changes. It is no 
longer an order on the bank to pay; the 
order has been transformed by acceptance 
into an obligation of the bank as primary 
debtor to pay the payee upon which the 
drawer is only secondarily liable, the same 
as an indorser of a certificate’ of deposit. 
This being the character of the instrument, 


it would seem that under a true interpreta- 
tion of the law, the drawer has no more 
right to stop payment of a check even 
though certified for him, than he would have 
if he were the indorser of a certificate of 
deposit or cask’er’s check issued to and 
transferred by him; in other words he 
would have no such right. 


Trust Powers of National 
Banks 


HE New York statute permits an exec- 

utor or trustee to invest trust funds in 
shares or parts of bonds and mortgages on 
unencumbered real estate worth 50% more 
than the amount loaned provided the bonds 
and mortgages are held for the benefit of 
the fiduciary by a trust company or title 
guaranty corporation organized under New 
York law. The question is asked whether, 
if a national bank was appointed trustee, the 
bonds would be a legal investment for trust 
funds? Opinion: Under decisions of the 
United States Supreme Court wherever a 
state provides that a competing trust com- 
pany may act as trustee even though other 
corporations including national banks are 
excluded, a national bank having permit is 
qualified to act in all trust capacities in 
which the competing trust company may act 
and can be so appointed by a court or in- 
dividual. The case in question falls within 
the principle of these decisions and if a na- 
tional bank is made trustee, the court will 
probably hold that an executor can lawfully 
invest in such bonds under the Decedent Es- 
tate Law. 


From New York: The Decedent Estate Law of 
New York, Section 111, permits an executor, ad- 
ministrator or trustee to invest trust funds in 
shares or parts of bonds and mortgages on unen- 
cumbered real property worth 50 per cent more 
than the amount loaned thereon provided they are 
held for the benefit of the fiduciary “by a trust 
company or title-guaranty corporation organized 
under the laws of this state.” The same wording 
appears in Section 21 of the Personal Property 
Law. If a national bank having special permit of 
the Federal Reserve Board to act as trustee is 
appointed trustee of such a bond issue, would the 
bonds be deemed a legal investment for trust 
funds under the law of New York? 


There is no question, in view of the deci- 
sions of the Supreme Court in First Nat. 
Bank v. Fellows, 244 U. S. 416 and Burnes’ 
Nat. Bank v. Duncan, 265 U. S. 17, that 
wherever a state provides that a competing 
trust company may act as trustee, even 
though it may be in terms which exclude 
other corporations, including national banks, 
a national bank having permit is qualified 
to act in all trust capacities in which the 
competing trust company may act and can 
be so appointed by court or individual. 

In the situation presented by your letter, 
the state does not say in so many words 
that only a competing trust company may 
act as trustee, but it says that bonds in 
parts secured by mortgage, shall only be 
legal investment for an executor if a com- 
peting trust company or a title-guaranty 
corporation in New York holds the security. 

After some consideration, I am inclined 
to think this falls within the principle of 
the Supreme Court decisions which hold 
that where a state designates a competing 
trust company to be a trustee, it is beyond 
its power to exclude a national bank from 
so acting; in view of the purpose of Con- 


gress to place national banks on a par with 
competing trust companies in the exercise 
of trust powers. 

The question which I have suggested to 
myself is whether a state can discriminate 
between legal trustees? By amendment of 
the New York Banking Law April 9, 1919 
(Section 10, subdivision 8), state banks 
were given the same trust powers as trust 
companies but the Decedent Estate Law ex- 
cludes all legal trustees (i. e., individuals, 
state banks and national banks) except trust 
companies and title guaranty corporations. 
Can the New York Legislature say that 
bonds are legal investments if the trustee 
is a trust company but not legal investments 
if the trustee is a state or national bank? 
Or could it go further and discriminate be- 
tween trust companies themselves, by say- 
ing that no bonds are legal investments un- 
less secured by mortgage to a trust company 
of $5,000,000 capital or over. 

Whatever the state can do as between its 
own institutions, I have formed the opin- 
ion, in view of the decisions of the United 
States Supreme Court, that where the state 
provides that bonds are legal investments 
if secured by mortgage to trust companies 
or title guaranty companies, Congress has 
written into the state law an implied pro- 
vision adding national banks. In other 
words, I think if a national bank was made 
trustee, an executor could lawfully invest | 
in the bonds under the Decedent Estate Law. 

Were it not for the Supreme Court de- 
cisions there might be more question upon 
the point, but in the light of these decisions 
—especially the language in the Burnes Na- 
tional Bank case—I think the above opinion 
is correct. I have not failed to consider 
the decision of the Supreme Court of Mas- 
sachusetts in petition of Commonwealth- 
Atlantic National Bank, 144 N. E. 443, in 
which a testator named a trust company 
as his executor which thereafter became 
converted into a national bank and still later 
effected a consolidation with another na- 
tional bank. The testator having died in 
the meantime, the national bank sought ap- 
pointment as executor, which was denied. 
The Supreme Court of Massachusetts held 
that the national bank was not the executor 
named by the testator and that the designa- 
tion of the trust company as executor by 
the testator did not confer any property 
right which devolved upon the national 
bank. The Supreme Court of the United 
States denied a petition for a writ of cer- 
tiorari on Nov. 5, 1924, but handed down 
no Opinion. 

This decision does not involve the prin- 
ciple that where a competing trust company 
can be trustee a national bank can be; it is 
simply to the effect that a national bank 
was not the executor named because it was 
the successor by conversion and consolida- 
tion of a prior corporation which had been 
named. 

The specific point of your inquiry has 
not, as yet, been passed upon by any Court 
and, of course, until there is a positive de- 
cision, executors and trustees will naturally 
hesitate about making such investments. 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


Bank NeeEep Not Appty Deposit or IN- 
DORSER TO PAYMENT OF Note BEFORE 
Suinc Prior PArTtIES—TEXAS. 


BANK discounted a note for its cus- 

tomer and before the due date the 
maker and indorser prior to the customer 
informed the bank that they had a defense 
against the bank’s customer on the note. 
The bank disregarded such notice and 
brought suit against the maker and prior 
indorsers, although their customer, who 
had indorsed the note to the bank, had a 
deposit in the bank against which the note 
might have been charged if the bank had 
elected to do so. 

The only question before the court is as 
to whether the bank, a bona fide holder, was 
obliged to charge the account of their de- 
positor, who was their immediately prior 
indorser, or could elect to proceed against 
the makers and prior indorsers. The court 
held that the bank could elect to sue the 

. makers and prior indorsers, and was not 
bound to look to their depositor who had 
funds with them. Landers Co. v. Lincoln- 
Alliance Bank, 298 Fed. 79. (Tex. 4-24.) 


COLLECTIONS—FORWARDING CHECK DIRECT 
To PAyor—ACCEPTING DRAWEE’S 
Drart IN PAYMENT—MonTANA. 


OXE Jensen, plaintiff, sold meat to de- 
fendant meat company, and accepted 
check on an out of town bank in payment 
thereof. Jensen deposited the check in his 
local bank, which forwarded it to the 
Federal Reserve bank which forwarded it 
to the drawee bank, the latter remitting for 
the check by its own draft on a corre- 
spondent, after stamping the check “Paid” 
and charging the account of the meat com- 
pany. Before the draft was presented to 
the correspondent for payment the drawer 
thereof had failed, so payment was refused. 

After the failure of the bank on which 
the first check was drawn, someone therein 
took the “Paid” check out of the pouch 
containing cancelled checks of the meat 
company, credited the amount thereof to 
the meat company (to offset the former 
charge for the same item) and returned 
it to Jensen through the channel by which 
it had come from him, and upon obtaining 
the check charged back to him, Jensen 
sued the meat company for the amount 
thereof. 

Jensen was not allowed to recover, fon 
while the acceptance of the check in pay- 
ment for the meat in the first instance did 
not constitute payment so as to preclude 
suit on the check, nevertheless Jensen was 
precluded from recovery by accepting, 
through his agents for collection, something 
other than money in payment of the check 
given by the meat company to him. The 
meat company was no longer liable on the 
check, despite the unwarranted attempt by 
the insolvent bank to restore his account 
in that amount, and the return of the 
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“Paid” check voucher to Jensen. Because 
so far as the meat company was con- 
cerned, the check was paid, for it was pre- 
sented for payment to the bank he drew 
on, where he had sufficient funds to meet 
it, and while the bank was paying out 
actual money on checks when the one pre- 
senting demanded money. Jensen through 
his duly authorized agents presented the 
check for payment, and got payment by a 
draft acceptable to the agent, and Jensen 
is bound by such payment, which com- 
pletely closed the transaction on the part 
of the meat company, since its check was 
paid. Jensen v. Laurel Meat Co., 230 Pac. 
1081. (Mont. 11-24.) 

Note: There is dictum in this case to 
the effect that the local bank in which 
Jensen deposited his check for collection 
would not be liable to him on the loss, be- 
cause under Mont. Rev. Codes (1921) 
§6109, that Bank used the method author- 
ized by law in sending the check for col- 
lection; but that the Federal Reserve bank 
wduld be directly liable to Jensen, for it 
was the one which accepted the insolvent 
bank’s draft on its correspondent in pay- 
ment of the meat company’s check. 

For a recommended form of collection 
agreement protecting all banks, whether or 
not they clear through the Federal Reserve 
Bank. See AMERICAN BANKERS ASSOCIA- 
TION JOURNAL of January, 1925, p. 458, 
which has been reprinted in a number of 
publications by the various State Bankers 
Associations. 


Sare Deposir CompANY—Bonp FouNpD ON 
FLoor 1n Customer’s Room, HELp To 
BE IN Custopy or Deposir COMPANY 
—KENTUCKY. 


—— found a $1000 bond on the 
floor in a room of a safe deposit vault, 
where only the customers of the company 
who rented boxes were allowed to enter. 
The finder notified an officer of the defend- 
ant trust company operating the vault, and 
entered into an agreement, whereby plaintiff 
finder agreed to leave the bond with defend- 
ant trust company for six months, and if 
the rightful owner was not located within 
that time, defendant agreed to return the 
bond to the finder. 

At the end of the six months, the owner 
not having been found, the finder demanded 
the return of the bond to himself. The 
trust company refused to do this, and in 
this suit for recovery the trust company set 
forth the facts that only customers renting 
boxes were allowed to enter the room where 
the bond had been found, and after one had 
signed their name and given the number of 
their box. 

The court held in favor of the trust com- 
pany, on the theory that it was the cus- 
todian of the bond, and as such custodian it 
represented its customer in such a fiduciary 
relation that its possession might be deemed 
possession by the owner. For the case was 
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different from where one found goods in a 
public place, where the general public was 
invited to frequent and under the conditions 
as here found, goods, even on the floor, were 
bound to come to the notice of the vault 
officials sooner or later, and the trust com- 
pany was bound by obligation to its patron 
to retain possession of the bond as his repre- 
sentative, despite its promise to return it to 
the finder in case it was not returned to the 
owner within a certain time. 

The court pointed out that possibility of 
final return to the owner was greater if the 
bond remained in the hands of the trust 
company than it was if the individual finder 
had it. Silcott v. Louisville Trust Co., 265 
S. W. 612. (Ky. 10-24.) 


CHECK Is SuBJECT TO GARNISHMENT, AL- 
THOUGH UNINDORSED—COLORADO. 


EFENDANT herein, a_ bank, was 

named as garnishee in another action 
where the payee of a certain check was de- 
fendant. The check in question was in the 
possession of the bank, having been left 
there by a third party to be delivered to the 
payee, who had never seen or indorsed the 
check. The bank refused to surrender the 
check to the garnishing officer, sent it to the 
payee who cashed it, and now maintains that 
it was within its right to do this, on the 
grounds that a check is not subject to 
garnishment. (The garnishee bank was also 
drawee of the check, but this fact has noth- 
ing to do with the outcome.) 

In the absence of an authorizing statute, 
checks are not property within the meaning 
of garnishment law, but by statute [Colo. 
Comp. Laws (1921) §6103] “debts, credits 
and other things in action belonging to de- 
fendant or defendants incapable of manual 
seizure, or personal property capable of 
manual seizure,’ are property subject to 
garnishment. 

Under the statute the bank was held liable 
to plaintiff for the amount of the check. 
Great W. Finance Co. v. Hamilton Nat. 
Bank, 230 Pac. 115 (Colo. 10-24.) 


SpecrAL Deposit Not Susject To GARNISH- 
MENT—SAME RuLE, ALTHOUGH MADE 
Up or TENTATIVE CREDIT ON UN- 
COLLECTED ITEMs—lIowa. 


| ponticgpiet bank sought to attach a de- 
posit made in a second bank by defen- 
dant. When the deposit was made, the de- 
positor gave the depository bank a list of 
nineteen checks which he was issuing, which 
totaled the equivalent of the deposit, and 
instructed the depository bank to use the 
deposit to pay these specific checks. The de- 
posit was entered under the name “E. C. 
Propp, special account,” but the official ac- 
cepting it told the depositor that no pay- 
ment therefrom would be made before the 
deposited items were cleared through and 
actual funds were received on them. 
Subsequent to the deposit and before the 
funds were received on the items, the writ 


of garnishment was served, and the plain- 
tiff bank contends that since the credit on 
the books of the depository bank did not be- 
come absolute when the depositor sought 
to make the special deposit, but became ab- 
solute after the service of the writ, the 
funds are subject to the garnishment. 

It was held, however, that, although the 
bank “would not pay the checks it was in- 
tended to provide for until the money was 
received, * * * that was merely for the 
protection of the bank, and did not, we think, 
affect the character of the transaction so 
far as Propp was concerned. He had * * * 
done all that he ‘could do, and all that he 
ever did do, to create a special deposit for a 
certain designated purpose. The rights of 
himself and the holders of the checks, to 
cover which the deposit was made, were 
fixed.” Therefore, the deposit was not sub- 
ject to garnishment.—First Nat. Bank v. 
Propp, 200 N. W., 428. (Iowa 10-24.). 


DEMAND FOR REPAYMENT OF DEposiIT NECES- 
SARY TO START RUNNING OF STATUTE OF 
LIMITATIONS—UNWISsE TO DeEstTROY 
CERTAIN BANK RECORDS— 
VERMONT. 


DEPOSIT in the sum of $2200 in a 

national bank lay dormant for 32 years, 
at the end of which time the incompetent de- 
positor by her guardian demanded its repay- 
ment, presenting the deposit book. The 
bank refused to repay, stating that it had no 
books showing its indebtedness to the de- 
positor. The bank set forth the facts that 
more than 20 years after the date of the 
alleged deposit, and upon advice of counsel, 
when it removed to new quarters, it de- 
stroyed its old records, and that the laches 
of the depositor in failing to reclaim the de- 
posit for so many years should preclude re- 
covery in this case. 
_ Ina statement of the law this court said 
on appeal that a demand on the bank for the 
repayment of the deposit was necessary for 
a cause of action for its return, and such de- 
mand was contemplated as a part of the 
contract. Consequently until there was a 
demand the statute of limitations did not 
begin to run. Helman v. Randolph Nat. 
Bank, 126 Atl. 500 (Vt. 10-24.) 


Marriep WoMAN As Surety Not LIABLE ON 
NotrE—RENEWING Note Durinc WIp- 
OWHOOD BINDING—KENTUCKY. 


YOUNG man became indebted to plain- 

tiff bank in the sum of several thousand 
dollars, and upon being pressed for a surety 
obtained the signature of his mother on a 
note while her husband was still living. 
When the notes became due the mother was 
a widow, and to obtain an extension on the 
loan, new notes were executed, the mother 
becoming surety thereon. 

The surety is here being sued, and she 
sets up the defense of no consideration, for 
she was moved to sign the renewals because 
she had thought herself liable on the old 
notes; and since she was in no way liable 
on her old indorsement being under the dis- 
ability of coverture, she got no advantage 
amounting to a consideration, for signing the 
last time. 

The court, stating that the mother was in 
no way liable on the note signed when she 
was married, held that she was nevertheless 
liable on this last note, because she entered 
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into it after the disability was removed. 
For the bank put off the time the debt was 
due from the son, therein granting an ex- 
tension evidenced by the new note which was 
a consideration for the mother becoming 
surety. Although there was no entirely 
new debt created subsequent to discoverture, 
still there was a forbearance to sue on the 
first maturing notes on which the son was 
liable, and even if the mother had not at- 
tempted to be surety before, she could now 
bind herself for the valid extension of the 
son’s debt. Farmers’ Bank v. Williams, 265 
S. W. 771. (Ky. 10-24.) 


PURCHASER OF INSTALLMENT NoTE WITH 
OverDUE INSTALLMENT Not Bona 
HoL_pER—IDAHO. 


OR the purchase of an automobile a note 

was given payable $90 monthly. The note 
was sold to plaintiff when the first install- 
ment was overdue and unpaid, and since the 
maker had a defense to the note if it was 
in the hands of anyone other than a bona 
fide holder, the question comes up as to 
whether an overdue installment puts the 
buyer on notice that the entire note has in- 
firmities, or that just the installment in 
question is one which the maker has a de- 
fense to. The rule was held to be that “if 
an installment of a note is overdue at the 
time it is transferred, the purchaser takes 
the whole note as overdue paper, and is not 
a holder in due course.” Therefore,, he 
could not recover as a bona fide holder un- 
der the facts in this case. General Motors 
Acceptance Corp. v. Talbott, 230 Pac. 30 
(Idaho, 10-24.) 


Bona Fine or A Note, ALTHOUGH 
Boucut At UNusuALLy Bic DIscouNrt, 
May Hotp MaAKer LiABLE—ALA- 
BAMA. 


a appellee gave a note for 
$646 to a builder who was to make cer- 
tain repairs on plaintiff’s house. Forthwith, 
and before such repairs were made, the 
builder induced defendant to purchase the 
note for $546, $200 being then paid, with 
the other to be paid at intervals as needed 
by the builder. 

The builder absconded after getting $61 
more, and plaintiff sought by this action in 
the lower court to compel defendant to sur- 
render the note, on the grounds that it was 
not purchased in good faith; that the fact 
that the builder was willing to accept $100 
less than the face value of the note was 
sufficient to put defendant on notice of the 
fraudulent intent on the part of the builder, 
payee of the note. But this court on appeal 
held that while the fact that a $100 discount 
had been made on a note of this size was 
evidence to be considered in determining 
whether the note was bought in good faith, 
nevertheless this was not of itself sufficient 
to put a man on notice. For even if cir- 
cumstances were présent which should 
arouse the suspicions of a prudent and dis- 
cerning man, but were disregarded, the 
burden would be on the maker of the note 
to show actual bad faith on the part of the 
purchaser. Such was not shown here, and 
the court held that under §54 of the Uni- 
form Negotiable Instruments Act the pur- 
chaser of the note could hold the parties 
thereon liable for the amount paid for the 
note up to the time of actual notice of the 
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fraud. Spires v. Jones, 101 So. 753. 
11-24.) 


(Ala. 


BaNkK’s LIEN oN Own StocK—RESTRICTED 
TRANSFER NoticE—STATUTE PROHIBIT- 
ING Own _ COLLATERAL, 


STOCKHOLDER of a bank was in- 

debted to it, the debt being evidenced by 
note. While so indebted he transferred his 
stock certificate to a third party as security 
for a debt, without the consent of the direc- 
tors of the bank. 

The bank claims a lien on the stock to 
cover the indebtedness to the bank, on the 
grounds that on each certificate of stock 
there was the following provision: “No 
transfer shall be made by any stockholder 
liable to this bank as principal debtor or 
otherwise, without the consent of the Board 
of Directors.” However, there is a statute 
[Miss. Code. (1917), §3606] to the effect 
that “No * * * bank shall accept as col- 
lateral, or be the purchaser of its own 
capital stock, except in cases where the 
taking of such collateral or such purchase, 
shall be necessary to prevent loss upon a 
debt .previously contracted in good faith. 
* * *” And the court held the provision on 
the stock certificate was nullified by the 
statute. Bank of Pontotac v. Robinson, 101 
So. 561. (Miss. 10-24.) 


BANK DRAWING Draft IN Its Own FAvor 
AND INDORSING ForGED BILLs oF LADING 
THEREWITH FOR CusTOMER Is LIA- 
BLE FOR Loss OcCASIONED 
THEREBY—OKLAHOMA., 


CUSTOMER of the defendant bank 

presented in usual course of business 
certain forged bills of lading for 305 bales 
of cotton, and defendant telegraphed the 
consignee (plaintiff herein), named the con- 
signor and asked plaintiff if he would honor 
a draft for $50 per bale. The consignee an- 
swered he would if the cotton was of good 
grade. Thereupon the bank drew a draft in 
its own name for the amount, the draft re- 
citing “Bill lading attached for 305 B/C,” 
and indorsed the bill of lading to the drawee. 
The draft was paid, and upon finding that 
the bill of lading was forged and the forger 
had absconded, the plaintiff brings this suit 
to compel the bank to bear the loss. 

The bank sets up the defense that it was 
merely a collecting agent for its depositor, 
for whom it forwarded the bill of lading 
and draft and that it entered a credit in 
favor of the customer, who was allowed to 
draw out the sum when funds came through; 
and since it was acting in behalf of its de- 
positor as a disclosed principal, it was not 
liable for the proceeds of the draft after 
they were turned over to him. 

The facts disclosed at the trial showed 
that the draft was drawn and indorsed by 
the bank, and the bill of lading was indorsed 
by the bank also. That the draft as drawn 
purported on its face to be an obligation of 
the bank, with the bill of lading an accom- 
panying instrument of the bank on it also, 
quoting from a former decision the court 
said: “It is equally clear that the liability 
of defendants as drawers of a negotiable 
instrument must be determined from the in- 
strument itself.” This rule was applied 
here, and the bank had to bear the loss. 
First Nat. Bank v. Kempner, 229 Pac. 840. 
(Okla. 10-24.) 
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Eliminating Waste 
(Continued from page 568) 


fifty more are scheduled for completion in 
the year 1925. 

Among the striking accomplishments al- 
ready listed are the reduction of varieties 
of vitrified paving brick from 66 to 5; metal 
lath, from 125 to 24; hollow building tile, 
from 36 to 19; smooth face brick, from 36 
to 1; files and rasps, from 1351 to 496; milk 
bottles, from 49 to 9; milk bottle caps, 
29 to 1. 

The value of simplification is —_ 
by the following excerpts from a letter to 
the department from a large mariufacturer 
of brick. He is unable to estimate the ac- 
tual savings which have resulted from the 
reduction in the number of varieties, but 
says: “Suppose we started to make an- 
other size. In all probability we would 
have to carry a million more brick in stock 
as a minimum for, each plant. In fact, a 
million is a small estimate. 

“For three plants it would mean an invest- 
ment of not less than $50,000 in finished 
brick, which at 6 per cent would cost $3,- 
000 a year interest. Add the investment 
in stock-sheds made necessary, additional 
dies, etc., and, more than all, the interfer- 
ence with production. There is no question 
in our minds that the addition of another 
size would mean an increase of between 
$5,000 and $10,000 a year to our costs, and 
that the last figure is nearer right.” 


Cutting Wire Prices 


NOTHER letter shows the condition in 

the woven wire fence industry. A large 
steel company reports: “Prices on woven 
wire fence to the trade have been reduced 
approximately $5 per ton to our customers. 
This represents a reduction of about 8 per 
cent. Other significant savings we have 
made enable us to carry larger stocks of 
standard styles; produce a greater tonnage 
of styles which are more salable; greater 
storage facilities; reduce cost of production 
due to elimination of certain styles; de- 
creased cost per unit of product due to sav- 
ing through fewer machine changes; sim- 
plified general sales department, and enable 
our customers to get bright, clean stock at 
all times, as the turnover is greater.” 

The field of simplification is wide and in- 
cludes the interest of everyone. An item 
of particular interest to bankers is the stand- 
ardization of the sizes of checks and drafts 
as recommended by the American Bankers 
Association. At present there are 102 dif- 
ferent varieties of drafts and checks. The 
standardized check and draft would be help- 
ful not only to bankers, but to the merchants 
and manufacturers generally ; it would facili- 
tate a better handling of checks in transit 
departments and would save the banker in 
purchasing his supplies. 

Warehousemen and purchasing agents, as- 
sisted by the Department of Commerce, have 
already standardized the forms used in their 
respective fields. 


Industrial Over-Development 


wor from industrial over-develop- 
ment, which are being studied by the 
department, are among the problems of great 
importance to bankers. For example, a recent 
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CHOICE OF 


—the missing Mr. Boehlin 


A clerk in a large bank was looking 
in the Index of Depositors for the rec- 
ord card of a man named B-o-e-h-l-i-n. 
Finding no card under that name, she 


AMERICAN 


reported that the bank had no such . 


person. 


Yet had she hunted through the 
card file she would have discovered, a 
few drawers further down, the card 
she was seeking. But the name was 
spelled B-o-w-Li-n. 


In any Index to Depositors guided 
by the straight alphabetic 
index, it is practically im- 
possible to avoid an over- 
sight of this kind. Yet 
frequently, just such an 
oversight results in lost 
time, lost patronage, lost 
effort, inaccurate or in- 
complete information. 


steel 


To prevent these costly 
errors your bank should 


Six Big Divisions of 
L.B. Service to Banks 
1. Bank card record systems 

2. Bank filing systems 
3. Equipment, wood and 


4. Cards and filing supplies 


5. Specially-trained bank 
salesmen 


6. Special bank services 


Analysis, Indexing, 
Statistical, Calculating 


BANKERS 


The Missing Mr. Boehlin 


It was possible to spell his 
name 13 ways. But in the In- 
dex to Depositors his name 
was spelled only one way— 
B-o-w-l-i-n. erefore, it 
could not be located until 
they—but read the true story. 


adopt the Russell Card Index for its 
Index to Depositors. This remarkable 
invention disregards any conventional 
method of indexing which scatters the 
different spellings of the same name. 


It marshalsinto one place in the files, 
the various name spellings, thus sav- 
ing time, trouble and errors in locat- 
ing accounts. 


“Found! the missing Mr. Boehlin”’ is 
the title of a folder that gives you full 
information about the Russell Index 
for depositors’ lists—what 
it does—how it does it— 
how you can have the 
system installed without 
interrupting routine office 
work. 


Write or phone to the 
nearest L. B. salesroom for 
your free copy of this 
interesting booklet. Just 
consult your phone book. 


Home Office: 230 Albany St., Cambridge, Mass. Salesrooms: 52 principal cities of United States, France 
and England. Factories: Cambridge, New York, Chicago, Ilion, N. ¥Y., New Orleans and London, Eng. 


Library Bureau 


Found 


Russell Index bank 


| 
# 
Boline Bolin if, Je, 
Bohlin 
> 
Found. 
| 
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Competent 
Counsel 


LEANING too much on 
one’s own views produces 
bias—consulting a good 
bank restores balance — 


this Bank’s advice has a 


experience. 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 


investigation shows that in the period from 
1918 to 1923 the capacity of the bituminous 
coal industry increased five times as much 
as it had in the previous five years, yet the 
demand for coal has not been growing at 
the pre-war rate, if at all. It is notorious 
that the industry was over-expanded at the 
end of the war, yet it was allowed to ex- 
pand still further in the face of post-war 
adjustments; in the face of movements for 
greater economy in the use of coal; and in 
the face of the growing competition of 
fuel oil and gas. No wonder it is a “sick 
industry” today! 

As the bituminous coal industry now 
stands it is over-developed to the extent 
of a capitalization of more than $3,000,- 
000,000 and has on its rolls 200,000 more 
miners than are needed for stable produc- 
tion. If it operated 300 days in the year, 


SEEKING NEW BUSINESS ON OUR con SY 
background of 101 years 
GHEMICAL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUE at FORTY-SIXTH 


the industry would produce 700,000,000 tons 
or more; the country has never consumed 
more than 550,000,000 tons. This great in- 
dustry simply cannot make money unless 
there are strikes, the threat of strikes, or 
car shortage. 

But the railroads have made marked prog- 
ress recently. There have been no car short- 
ages, and there has been a speeding up of 
delivery of all kinds of goods. In this sit- 
uation, then, there must be strikes or the 
threat of strikes, or a great part of the 
bituminous coal industry will remain “in the 
red.” It is important to note that non-union 
operators, as well as union operators, are 
failing to make money. This industry, “the 
worst functioning of any,” must be deflated 
if it is ever to get on a sound basis. The 
elimination of these wastes is vital for the 
industry and for industries in general. 
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The Bankers’ Interest 


HE bankers’ interest in this connection 

is obvious. Consolidations were recom- 
mended by the United States Coal Commis- 
sion, together with the closing of high-cost 
mines, and far-sighted financial plans are 
needed in order to bring these about. If 
the industry as a whole is allowed to go 
bankrupt, it will benefit no one. 

Every one of these many activities in waste 
elimination is in line with our conception of 
individual and group initiative. Not one of 
them means further intrusion of government 
into business. The only expansion of goy- 
ernmental activities which they contemplate 
is the strengthening of economic and physical 
research. 

It is the duty of the Department of Com- 
merce to “foster, promote and develop” the 
industry and commerce of the United States. 
The task of the bankers is the same. Co- 
operative efforts to get rid of economic waste 
will be of incalculable importance to our 
financial and social structure. 


Balance of Power 
(Continued from page 554) 


out on approximately the lines proposed in 
the suggested groupings of October 11, 
1924. 


Consolidation Must Be 
Natural ”’ 


INCE the tentative plan of the Inter- 

state Commerce Commission was promul- 
gated in August, 1921, there has been a 
very great change in the official point of 
view of the method by which consolidations 
are to be effected. It is now realized that 
such combinations will have to be natural 
ones and that if the unification of American 
railroads into a small number of groups is 
to proceed satisfactorily and within a reason- 
able period, the Interstate Commerce Com- 
mission must be open-minded and sympa- 
thetic to suggestions originating with rail- 
road managers. There is every evidence 
that they are sympathetic and that they will 
welcome suggestions that bring together nat- 
ural units into approximately the same char- 
acter of groups that were recommended in 
their original plan. In fact, only the other 
day Mark W. Potter, a retiring member of 
the Commission, said that the carriers 
should be allowed to go ahead and consoli- 
date on their initiative in order that com- 
petition may be preserved, systems of bal- 
anced strength and efficiency created, and 
also that service might be improved, econ- 
omy promoted and credit stabilized. 

This is the gist of the effort being made 
by the four large eastern systems, out of 
which it may confidently be predicted a well 
balanced arrangement will eventually result. 


Buying Advertising 
The purchase of advertising has been re- 
duced to a scientific basis whereby the pur- 
chaser may know in advance just what he is 
purchasing and the comparative value of the 
space he buys. The bank which still pur- 
chases advertising on sentiment, rule-of- 
thumb or superficial things may, if it will, 

save time, money and annoyance. 
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Convention Calendar 


STATE 
ASSOCIATION PLACE 

April 10-11 Florida West Palm Beach 
April 15-16 Louisiana New Orleans 
April 23-25 Georgia Macon 
May 6-7 Arkansas Little Rock 
May 6-7 Tennessee Nashville 
May 7-9 North Carolina Pinehurst 
May 12-13 Mississippi Jackson 
May 12-14 Texas Houston 
May 13-14 Maryland Atlantic City, N. J. 
May 18-19 Missouri St. Louis 
May 19-21 Alabama Mobile 
May 20-22 Pennsylvania, 

Atlantic City, N. J. 
May 20-23 California Santa Barbara 
May 21-22 Kansas Topeka 
May 26-27 Oklahoma Tulsa 
June 3-5 Ohio Columbus 
June 5-6 Connecticut 

Swampscott, Mass. 
June 5-6 Massachusetts Swampscott 
June 5-6 New England Bankers 

Swampscott, Mass. 
June 15-17 Iowa Dubuque 
June 16-17 Wisconsin Milwaukee 
June 18-19 Illinois Peoria 
June 18-20 Virginia Hot Springs 
June 19-20 Colorado Bear Creek 
June 22-24 New York Ithaca 
June 25-26 North Dakota  Devil’s Lake 
June —— District of Columbia 
Washington 
July 11-13 Montana Glacier Park 
Sept. 16-17 Indiana, 


West Baden or Indianapolis 


OTHER ASSOCIATIONS 


20-23 Spring Meeting, Executive 
Council, A. B. A., 
Augusta, Ga. 


May _Reserve City Bankers, 
Louisville, Ky. 
May 10-14 Associated Advertising Clubs 
of the World, 
Houston, Tex. 
May 19-22 U. S. A. Chamber of Com- 
merce Washington, D. C. 
May 29-30 National Safe Deposit Asso- 
ciation Atlantic City, N. J. 
June 8-13 Association National Credit 
Men Washington, D. C. 
July 14-17 American Institute of Bank- 
ing Kansas City, Mo. 
Sept. 28-Oct. 1 A. B. A,, 
Atlantic City, N. J. 
Oct. 14-16 Financial Advertisers Asso- 
ciation Columbus, Ohio 


New Books 


FEDERAL RESERVE SYSTEM IN 
OPERATION. By E. A. Goldenweiser. 
McGraw-Hill Book Company, New 
York. 350 pages. Price $3.00. 

The book describes the most important 
functions of the System, points out the 
principal problems with which it is con- 
fronted and outlines the methods developed 
or in process of development for the solu- 
tion of these problems. The appendices 
contain a summary of the principal pro- 
visions of the Federal Reserve Act, ar- 
ranged topically, and important data on 


Federal Reserve Board activities. 


RESOURCES 

Loans and Discounts.$294,336,522.96 
Overdrafts, secured 

and unsecured..... 3,794.99 
United States Securi- 

86,087,539.79 
Other Bonds and Se- 

Curities ........... 8,512,384.16 
Stock of Federal Re- 

serve Bank........  1,500,000.00 
Banking House......  4,000,000.00 
Cash in Vault and due 

from Federal Re- 

serve Bank........ 59,846,082.45 
Due from Banks and 

Bankers .......... 9,555,462.68 


Exchanges for Clear- 
ing House......... 153,387,077.56 


Checks and_ other 
Cash Items........ 


4,091,129.32 


Interest Accrued..... 1,679,319.94 
Customers’ Liability 
under Acceptances. 35,906,636.69 


$658,905, 950.54 


CHAIRMAN OF THE BOARD 
JAMES S. ALEXANDER 


J. HOWARD ARDREY 
THOMAS W. BOWERS 
JOSEPH A. BRODERICK 


HARRY P. BARRAND 
LOUIS P. CHRISTENSON 
OSCAR L. COX 
EMANUEL C. GERSTEN 


CASHIER 
JULIUS PAUL 


JAMES S. ALEXANDER 
HENRY W. de FOREST 
JOHN T. DORRANCE 

EDWARD D. DUFFIELD 


CONSTRUCTIVE MERCHANDISING. 
By Robert E. Ramsay. D. Appleton & 
Company, New York. 718 pages. Price $6. 
Its purpose is to state the facts complete- 

ly concerning successful merchandising 

campaigns—how they are  planned—how 
others have conducted them—how the 
reader can plan them and make them work. 

It is a book built out of experience and 

gives actual examples of every possible 

method and medium of merchandising, 
whether it be of services or products. 


BOND SALESMANSHIP. By William 
W. Townsend. Published under the 
direction of the Investment Bankers As- 
sociation of America by Henry Holt & 
Company, New York. 468 pages. Price 
$4.50. 


National Bank of Commerce 
in New York 


Established 1839 


STATEMENT OF CONDITION, DECEMBER 31, 1924 


VICE-PRESIDENTS 
ELMORE F. HIGGINS 

ROY H. PASSMORE 
DAVID H. G. PENNY 


SECOND VICE-PRESIDENTS 


ARCHIBALD F. MAXWELL 
FRANZ MEYER 
EUGENE M. PRENTICE 


DIRECTORS 


GEORGE ROOSEVELT 
ELT JAMES TI 

CHARLES B. SEGER ON 
JOHN G. SH 


EDD 
VALENTINE P. SNYDER 


LIABILITIES 
Capital Paid up...... $25,000,000.00 
25,000,000.00 


Undivided Profits..... 14,760,960.26 


Dividend payable 


January 2, 1925.... 1,000,000.00 


Dividends unpaid.... 12,290.50 


534,448,734.33 
Bills Payable with 

Federal Reserve 

13,000,000.00 
Reserved for Inter- 

est, Taxes and 


other Purposes.... 3,205,639.18 
Unearned Discount.. 899,442.26 
Acceptances executed 

for Customers..... 36,560,380.21 
Acceptances sold with 

our Endorsement.. 5,018,503.80 


$658,905 ,950.54 


PRESIDENT 
STEVENSON E. WARD 


JOHN E. ROVENSKY 
FARIS R. RUSSELL 
HENRY C. STEVENS 


EDWARD H. RAWLS 
EVERETT E. RISLEY 
C. ALISON SCULLY 
JOHN T. WALKER, JR. 


AUDITOR 
PAUL B. HOLMES 


HARRY B. THAYER 


STEVENSON E. WARD. 
THOMAS WILLIAMS 


LIST METHOD OF 


THE CHECK 
AUDITING AND 
By F. W. Richardson. 
tems Co., New York. 
$1.30. 

We quote the foreword of this little book 
as follows: “A demand for more protective 
and economical methods of auditing and 
bookkeeping—those in general use being ad- 
mittedly deficient in both respects—has led 
to the presentation herein of new and origi- 
nal ones that are 100 per cent efficient and 
readily comprehended; furthermore, they 
are equally applicable to and already intro- 
duced in concerns with comparatiyely small 
and the largest number of sales accounts. 
In adopting these methods business protects 
banks as well as itself from fraud.” 


BOOKKEEPING. 
Accounting Sys- 
100 pages. Price 
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Still Greater Help in 


«A nnouncing the merger of two 
great institutions that have grown 
by giving service that has aided 


The Bankers Supply Company 


N 18 years, this company has grown to be the largest 

manufacturer of bank checks in the world. The yearly 
output of checks would reach seven times around the 
globe. 

This amazing growth was founded and built upon the 
idea that banking supplies, particularly checks, could be 
made active helps in building business for banks. 

To this end it was necessary that checks be made some- 
thing more than printed or lithographed slips of paper. 

Super-Safety paper was the result. With this safeguard 
against check-fraud was combined the protection of the 
world-wide William J. Burns International Detective 
Agency, Inc. 

Then came the plan of national advertising—to edu- 
cate the public on problems and principles which should 
help banks attract new depositors. Consistently, for 
years, millions of people read these messages—month in, 
month out. Local help in advertising for the banks was 
put on an increasingly effective basis. The whole be- 
came a definite, effective merchandising plan for banks. 

Modern manufacturing methods — from raw materials 
to finished products—made it possible to render this 
complete service to banks at no premium in price. A 
great national organization was perfected for maintain- 


. ing contact with and rendering constant service to the 


banks of America. 


The step announced today is but another logical move 
in this 18-year history of progress. It means greater and 
better service than ever—service that banks everywhere 
can utilize. 


banks to build business 


When writing to advertisers please mention the American Bankers Association Journal 


is news that concerns the progressive bankers 
of America chiefly because it announces greater 
cooperation than they have ever had before—in securing 
new depositors and holding present business. 


The Bankers Supply Company, originators and 
makers of Super-Safety Bank Checks, has been pur- 
chased by the Todd Protectograph Company. 


Doubled effort for banks 


Where these two institutions in the past have worked 
separately—they will now combine forces. 


The great national advertising campaigns of each 
will be continued —reaching millions of Americans 
who are banking “prospects.” But there will be a com- 
bining effort toward a common aim—and that aim the 
education of America on banking. 


Research work toward solving problems of bank 
merchandising will become doubly effective—through 
cooperation between the two staffs. 


Closer contact with banks will be made possible 
through the two great corps of trained representatives 
— 600 men in the field, and offices in 125 cities. Thus 


service never before equalled will become immediately 
effective. 


BANKERS SUPPLY 


THE TODD COMPANY, World’s Largest 


NEW YORK CHICAGO 


_ 
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These are tangible tools for your use 
in building the business of your bank, 


today! 
cA complete plan 


Super-Safety Bank Checks give you 
something definite to merchandise, at 
no greater cost than any checks of com- 
parable quality. They are but part, 
however, of a completely worked-out 
plan for getting new depositors. 


First, they are advertised consis- 


Building Business 
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tently—in the most powerful way— 
to the millions who are most logically 
banking prospects. They offer features 
of protection and appearance that do 
appeal to people, do help open new accounts for you. 


Back of that is a localized advertising service which 
no bank could possibly secure for less than $15,000 
yearly! A powerful business-builder! It is furnished 
free to banks using Super-Safety checks. Space is 
lacking, here, for details—which will be sent you upon 
request. Nothing like it has ever before been offered 
to the banking world. 


Under this new combination of forces, the Super- 
Safety check plan and service will be more vitally ef- 
fective for you than ever before. 

Invaluable data 


We ask an opportunity to place before you the de- 
tails of this plan. It is today in use by thousands of 
progressive banks. Now it becomes more attractive 
than ever. 


Here is valuable data that you can actually use. It 
is yours for the asking—and without obligation. 


COMPANY, Division 


Manufacturersof BankChecksand Check-ProtectionEquipment 
ROCHESTER DENVER 


GEORGE W. TODD 


Director, Lincoln Alliance Bank, Rochester, N. Y 
Director, Eastman Kodak Company 
Chairman, Stromberg-Carlson Telephone Mfg. Co. 


When writing to advertisers please mention the American Bankers Association Journal 


LIBANUS M. TODD 
Chairman, National Bank of Rochester 
Trustee, Mechanics Savings Bank 
Director, Rochester Gas and Electric Co. 


The Todd Protectograph Company 


HE history of this institution, founded 25 years ago, 
in many ways parallels that of the Bankers Supply 
Company—which it has now purchased. 

The idea upon which this company has become the 
leader in its field, was not dissimilar to that from which 
Super-Safety checks developed: protection for checks in 
transit. And that idea led indisputably toward wider use 
of checking accounts, and bank service in general as a 
result. 

In 1899 the company was founded, and the first Todd 
Protectograph was made. Nearly all banks use the Pro. 
tectograph and over 1,000,000 are in use throughout the 
world. 

Later, as a further step in the same direction, came 
Todd-Greenbac checks—of distinctive appearance and 
alteration-defying. Whenever the forgertouches any part 
of their sensitized surface with acid, they instantly flash 
the word VOID. Thus protection was offered, not only 
against raising of amounts, but against alteration of 
payee’s name, date, number, etc., and against counter- 
feiting. 

And this program was furthered by national advertis- 
ing—directed toward education of the public on subjects 
connected with banking. 

Now, with still greater facilities for service, the Todd 
Company will go even farther—in building business 
for banks. 
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RADING 


HE value of a Trading Department 
i. should be apparent to every banker. Its 
chief function is that of trading in securities 
and constantly maintaining a market. Nat- 
urally enough, this department possesses in- 
formation of ,enuine value to all bankers 
and their customers. 


By utilizing the services of our trading 
department, bankers can often strengthen 
their own financial position and also render 
a worthwhile service t their customers. 


Write for pamphlet outlining the scope 
of our Investment Service for bankers. 


BANK SERVICE DEPARTMENT : 


Hyney, Emerson & Co. 


39 South La Salle Street, Chicago 


1st Wisc. Nat'l Bank Bldg. 118-120 Burdick Arcade 
MILWAUKEE KALAMAZOO 


NOTICE TO BANK EMPLOYEES 


How would you like to increase your income 
from $1,000 to $3,000 a year during your spare 
time? Write me today for information and 
full particulars. (No stock proposition.) 


JAMES R.. GOODING 


119 Nassau Street 


Room 901 NEW YORK CITY 


Western Conference 
(Continued from page 565) 


there is seldom any reduction in the principal 
if no provision is made to pay it off pe- 
riodically. The rule of his bank is to ask 
for 1 per cent of the amount of the original 
principal and interest monthly. In the case 
of loans for building new houses, the prac- 
tice is to make the term of the note for 
two years, the first year flat, the second 
starting the installments. 

There is a rather general idea that when 
the superintendent of banking certifies that 
a bond comes up to the legal requirements 
it is a safe bond, A. D. Keyes, president 
of the Humboldt Bank of San Francisco, 
said. He pointed out that this was a mis- 
conception, citing the default in the pay- 
ment of interest by eight corporations whose 
bonds had been certified as legal invest- 
ments by former superintendents in the state 
‘of California. Mr. Keyes said he feared 
the general tendency of those examining 
bonds for investment was to attach too 
much importance to the yield in interest and 
to the value of the security, and not enough 
importance to the general business record 
of the corporation and none at all to the 
fact that the covenants in the mortgage 
given to secure the bonds are not gener- 
ally very adequate for the protection of 
the bondholder. 

As five qualities that ought to be found 
in private corporation bonds bought by sav- 
ings banks, Mr. Keyes said, “They should be 
issued by a company with a long record 
and a record of ample earnings to meet its 
liabilities—by a company engaged in a busi- 
ness that normally yields a steady income. 
The maturity of the bonds should not be too 
far off, and above all, the bonds should 
have a ready and if possible a wide mar- 
ket. Of course, we should not have too 
many bonds of the same kind, but in any 
case the bonds we buy should always have 
those qualities that will make them safe in- 
vestments for the bank.” 


UST as the great C’s of credit are char- 

acter, capacity and capital, the great C’s 
of departmentalized banking are coopera- 
tion and coordination, A. W. Moore, vice- 
president of the Oakland Bank of Oakland, 
stated in reviewing how the savings depart- 
ment might help the other departments. He 
gave examples of how the men at the sav- 
ings window could give leads to the other 
departments and help them build up the 
bank’s business. A great many specific sug- 
gestions for developing business through 
tips obtained in connection with savings ac- 
counts were given. 

The fundamental purpose of schools sav- 
ings is that the growing child shall acquire 
the habit of thrift, of systematic savings 
and of wise spending, A. H. Thomas, vice- 
president of the Pacific Southwest Trust & 
Savings Bank, said, although the systems 
must necessarily differ just as the traits of 
the bank managers differ. He described ‘the 
system established in Los Angeles, explain- 
ing that first the banks had secured the con- 
sent of the educational authorities, formed 
an association, inviting all banks to join; 
appointed a supervisor to install the sys- 
tem, and had preceded the first visit of the 
supervisor by giving the children a pam- 
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phiet entitled “Of great interest to parents,” 
which set forth the plan. On the last page 
of this was a receipt, which, when signed 
by the parents to the teacher, entitled the 
scholar to the loan of a home safe. Upon 
return of the receipt, the principal of the 
school delivered to the child a small home 
safe, together with an envelope containing 
on separate sheets of paper the names and 
addresses of all the banks. This permits 
freedom of action in choosing the bank. The 
children are encouraged to save their small 
coins and to make the deposits themselves. 

To pay the expenses of the association, 
at first assessments were levied upon each 
member in the ratio that the savings deposit 
held by each member bore to the total of 
savings deposits held by all the members. 
This proved unfair and was discarded. Now 
each bank is assessed $1 per account for 
all accounts opened. At the end of the 
year any assessment for any excess cost is 
levied as originally planned. 


HE most effective way to promote sav- 
ings is by providing a purpose, Albert 
P. Ludwig, manager of the Thrift Depart- 
ment of the Anglo-California Trust Com- 
pany, San Francisco, stated. He reviewed 
the various savings plans—the trust invest- 
ment plan, trust savings account, the com- 
bined bank and insurance plan, the Christ- 
mas club account, “how to buy a $1,000 
plan,” and the payroll deduction plan. Of 
the combined insurance and bank account 
plan Mr. Ludwig said in actual practice it 
had been found by many banks that, after 
a period, either the bank deposits are not 
kept up, the insurance lapses or both bank 
account and insurance were discontinued, 
bringing disappointment to all concerned. 
He stated that it might be held the two 
enterprises are separate and distinct and 
should remain so. 
The savings bank has paved the way for 
the investment banker, Paul A. Sinsheimer, 
vice-president of the Mercantile Trust Com- 


pany of California, declared in discussing” 


the relationship between the savings bank 
and investment houses. It also offers the 
largest outlet for his securities and is thus 
a reciprocal service providing distribution 
for the investment banker and giving to 
the savings bank an augmented degree of 
liquidity for its funds, he added. Mr. Sin- 
sheimer referred to the complaint of some 
of the western states against the active flow 
of funds into foreign channels, while some 
of their own projects pressed for financial 
consideration. The resources of the west- 
ern states are sufficient unto themselves to 
make a proper beginning on their own ac- 
count, he said. 

T. E. Ivey, Jr., cashier of the California 
Bank of Los Angeles, gave an illustrated 
talk on savings department records and meth- 
ods. As a simple procedure to be followed 
where pass books are lost, mislaid or stolen, 
Mr. Ivey suggested that, after requiring a 
30-day notice, all parties to the account 
should be required to join in an individual 
indemnity bond and an affidavit to the effect 
that they have not in any way pledged or 
disposed of the pass book. Instead of is- 
suing a duplicate pass book, he said it was 
thought best to close the account and to 
open a new account bearing a new number. 

W. R. Morehouse, vice-president of the 


Corporate Building Bonds 


Why the income of corporations issuing 


such securities is dependable 


The great, modern buildings in our 
larger cities represent the most valu- 
able property of their kind. The floor 
space which they provide is in demand 
at rentals in keeping with the advan- 
tages which their favorable location 
affords. 


The Corporations owning large build- 
ings are not dependent upon the 
success of any one business for their 
income, as rents are paid by many 
tenants. In most cases, space is leased 
for long terms, insuring regularity of 
rentals and steadiness of income. 


The dependable earning power of such 
property gives an ample margin of 
safety to properly issued bonds secured 
by large, modern, well located build- 
ings which have been erected to meet 
existing needs. 


Corporate Building Bonds appeal to 
all investors, including those who have 
in the past confined their purchases 
to municipal, railroad, public utility 
and industrial bonds, as they com- 
bine a high degree of safety with that 
marketability which can be expected 
in high grade corporation issues. 


Write for full information which will 
be gladly supplied without obligation. 


P.W. CHAPMAN & C0, INC. 


6 S. La Salle St. 42 Cedar Street 
CHICAGO NEW YORK 


Security Trust and Savings Bank of Los 
Angeles, discussed highlights in deposit build- 
ing, while E. W. Wilson, president of the 
Pacific National Bank of San Francisco, 


considered the element of liquidity in the 
assets of a savings bank, both of which 
papers appear elsewhere in this issue of the 
JouRNAL. 


Plans for Spring Meeting 


LANS for the Spring Meeting of the 

Executive Council to be held in Augusta 
on April 20-23 have been virtually com- 
pleted. Two special trains, one starting 
from New York and the other from Chi- 
cago and St. Louis, will bring the councilors 
to the scene of the meeting. The western 
delegation has accepted the invitation ex- 


tended by the bankers of Chattanooga to 
stop over for a day as their guests, and both 
groups will arrive at Augusta on Sunday. 

The entire time of the sessions will be de- 
voted to incisive consideration of the prob- 
lems of organized banking. At the annual 
dinner, Merle Thorpe, editor of Nation’s 
Business, will be the speaker. 
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What they DO for you 


~not what they cost, establishes the worth of 
American Express Travelers Cheques 


The traveling public recognizes that in the wide and efficient personal ser- 
vice which the American Express Company extends to travelers every- 
where, American Express Travelers Cheques earn and are worth the 34 of 
1 per cent asked for them. 


When broadly viewed, the traveler knows that the entire cost of Trav- 
elers Cheques is an insignificant incidental expense as compared to the 
total cost of any journey. 


The fact that American Express Service to travelers is not limited exclu- 
sively to carriers of American Express Travelers Cheques, but is open 
and free to travelers in need anywhere, does not lessen the extra value 
of these cheques—nor lower the necessity for a slightly higher charge. 


That the American Express Company has its 
own offices in the principal cities of the world. 
That ninety per cent of American travelers 
make these offices their headquarters, get their 
mail there, leave forwarding addresses, obtain 
advice and assistance. 


That at all principal ports and railway stations, 
travelers will find uniformed American Express 
representatives, ready to act as interpreters, aid 
in customs formalities, give advice as to best 
accommodations, etc. 


That American Express offices abroad repre- 
sent all railway and steamship lines and offer 
every facility for routing and reservations. 


And, that in this country, American Express 
Service to travelers is equally helpful. The 
American Express Company, and its affiliated 
company, The American Railway Express, have 
offices and personal representatives in every 
town where there is a railroad station (26,700 
offices in all). 


Patrons of your bank should know these facts: 


Service, we trust, and not the rate of commission, will be considered 
as the paramount issue in connection with Travelers Cheques. 


The express agents at these offices invariably 
look upon travelers in need as their customers. 


To a stranger getting off the train—a motorist 
passing through town—women traveling alone 
or with children, the express agent is a friend 
in deed, and always on hand. 


In towns where there is no bank, or the bank 
is not open, the expfess agent is able to cash 
American Express Travelers Cheques. He is 
apt to be the best informed man in the neigh- 
borhood. He knows the roads and distances, 
can point out hotels and restaurants to fit the 
purse; is familiar with the town history and 
the interesting places to visit;—and he knows 
the “speed pitfalls.” 


Because American Express Travelers Cheques 
are the oldest and best known, they are more 
freely accepted in payment of ‘bills at stores, 
shops, garages, etc. 


American Express Co. 


65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


PSP SH OP SP SO SP DO SI SOOO GO GO 


When writing to advertisers please mention the American Bankers Association Journal 
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Extending Service 
(Continued from page 559) 


the Internal Revenue Department for 1920 
to show that the, total amount of life in- 
surance paid by all American companies, ex- 
clusive of war risk insurance, was not suf- 
ficient to cover the shrinkage of estates 
administered in 1922, without replacing any 
of the incomes of those who died. Total 
estates left amounted to $8,785,641,889, and 
the total shrinkage was $1,384,546,497. 
Death claims paid by regular and industrial 
insurance companies amounted to $349,963,- 
594. 

The public should be shown that the 
shrinkage of an estate, administered by a 
trust company, is less than that of an estate 
administered by a private executor, Mr. 
Woods contended. He presented the result 
of a survey made in Allegheny County in 
Pennsylvania, covering the comparative re- 
sults. In estates ranging between $1,000 and 
$5,000 the shrinkage in estates handled by 
trust companies was 30.3 per cent, as com- 
pared with 40.5 per cent when administered 
by private executors. In estates between 
$5,000 and $10,000 the shrinkage was 31 per 
cent and 38 per cent respectively. A greater 
amount of cash was later available to heirs 
of estates liquidated by trust companies, 
the survey showed also. The cash contents 
were: 

Private 

Executor 
Size of Estates Per Cent 
$1,000 to $5,000 58 
5,000 to 10,000 42.6 

The funeral expenses of small estates, 
administered by trust companies, was also 
smaller, the survey showed. The portion 
of the estate expended was compared thus: 

Private 


Executor 
Per Cent 


In this survey 17 per cent of estates were 
administered by trust companies, and 83 per 
cent by private executors and adiministrators. 
Mr. Woods urged the cooperation of trust 
companies all over the country in com- 
piling figures showing the amount of the 
total estate, cash left and the amount left 
for distribution. 

“Tf trust companies would gather these 
figures,’ Mr. Woods stated, “the services 
rendered to trust companies by life under- 
writers through informing the public of the 
advantages of having the competent adminis- 
tration of trust companies would be great. 
This work could be done not only by the 
150,000 trained solicitors of life companies, 
but it could be done wisely by the trust 
companies themselves. Trust companies may 
not desire to antagonize the private execu- 
tors, or in some cases incur the criticism of 
those who desire the personal appointment 
as executors. But if the life underwriters 
can disseminate these figures in talking to 
the: millions of persons who every year cre- 
ate estates through them, it would be a 
great service to the public and to trust com- 
panies as well.” 


A Cooperative Program 


S a cooperative program Mr. Woods 
urged that trust companies and life in- 
surance underwriters should urge everyone 
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INDUSTRIAL ACCEPTANCE 


CORPORATION 
NEW YORK 


COLLATERAL TRUST GOLD NOTES 
(The National City Bank of N. Y. Trustee) 


Capital $6,750,000 


The Notes of this Corporation are re- 
garded by a nation-wide banking clien- 
tele as appropriate and attractive invest- 


ment for short time funds. 


They may 


be obtained under customary option in 
any maturity between 2 and 12 months. 
Complete information available on re- 
quest to any of our offices. 


Commercial Paper Offices 


CHICAGO 


NEW YORK 


SAN FRANCISCO 


105 So. La Salle Street 100 East 42nd Street 554 Market Street 


Financing exclusively dealers of 
THE STUDEBAKER CORPORATION 
OF AMERICA 


to “make a will, appoint a trust company 
as executor and provide your executor with 
ample cash through life insurance.” 

The need for something that will protect a 
widow from blue-sky salesmen and high- 
powered promoters was graphically illus- 
trated by Mr. Woods. He recited how, in 
response to this advertisement inserted in a 
Pittsburgh newspaper, “$10,000 to Invest. 
A widow, lacking business experience, wishes 
to invest safely $10,000, the proceeds of her 
husband’s life insurance policy, in some en- 
terprise or securities of merit which will 
afford safety of principal and a reasonable 
income. Interviews will be granted to those 
whose letters seem most promising”; a large 
number of enlightening responses were re- 
ceived. 

A few selected “unusual propositions” sub- 
mitted included one: from a _ newspaper 
agency, which offered a return of $500 a 
month. An interest in a commercial hotel 
was proposed, and a return of 40 per cent 
promised. A stock promotion scheme “guar- 
anteed” $10,000 and the principal within six 
months. The position of vice-president in 
a company as an inducement to make the 
investment was proffered by five patented 
articles. A stock proposition from a chemi- 
cal company “guaranteed” 2 per cent a 
month. Stock in chain stores was offered 
with a yield of 18 per cent. Florida orange 
groves were suggested as a means of ob- 
taining from 8 to 30 per cent on the widow’s 
money. If interviews were granted, a num- 
ber informed the inquiring widow that they 
could show how from 100 to 300 per cent 
profit might be made “with safety.” Singu- 
larly enough, one letter stated that a 32 


per cent return could be had from the 
banking business, while an interest in a coal 
and ice company was offered, guaranteeing 
25 per cent. These responses indicated the 
questionable propositions that a woman, 
without business experience, would have put 
to her for consideration. 

“It is well known that the life insurance 
companies have had to stop publishing lists 
of claims paid, because these lists are eag- 
erly sought for by persons not desiring to 
deliberately defraud the widow or family, 
but unduly anxious to secure capital for 
investments that no trust company would 
recommend or permit,’ Mr. Woods com- 
mented. 


Making Administration Easier 


TRESSING the inadequacy of the 

amount of insurance left to replace the 
capital value of American lives lost, or 
even to liquidate the estates, Mr. Woods 
said it was obvious that if more life insur- 
ance had been provided, not only would the 
total amount of estates left to administer 
have been greater, but the increased life 
insurance being paid in cash would have 
made the administration easier. 

Appealing for the closest coordination of 
effort, Mr. Woods concluded his remarks 
thus: “Why should not the trust compa- 
nies make use of this army of 150,000 life 
underwriters, who sold 3,357,766 policies last 
year exclusive of industrial policies, whose 
daily business it is to discuss the creation 
of estates or their conservation, and who 
in daily soliciting lead their prospects or cli- 
ents in spirit right by the trust company 
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Hotel Bradenton, Bradenton, Fla, 


Is YOUR Town 


as good as Bradenton? 


Bradenton, Fla., is another example of the civically 
alert town. 


A civic leader of Bradenton, seeking to make it a 
still better town, noted the need for more modern 
hotel facilities. Thus the hotel was really the idea 
of ONE MAN! 


From that one man there grew up a hotel committee 
of representative citizens of that thriving Florida 
city. 


The hotel committee got in touch with the Hocken- 
bury organization and, following a most comprehen- 
sive hotel survey of Bradenton, the project was 
undertaken. 


One week’s intensive sales effort, and $521,900 in 
securities was sold to meet the primary objective of 
but $350,000, Their new hotel is now under way! 


Your town may also need more modern hotel facili- 
ties. If so, we'd be glad to place your name on 
our complimentary bankers list ‘‘B-3’’ to receive 
each month a copy of THE FINANCIALIST, a 
journal devoted to community hotel finance. There’s 


no obligation entailed, of course! 


“GheTockenbur) System Incorporated 


Penn-Harris Trust Bldg., Harrisbur,Penna. === 


ail 


door? Is it not our common interest to co- 
operate that the life underwriter’s job may 
be more completely done, and that the in- 
surance provided at the self-sacrifice of the 
insured and by the diligent effort of the 
underwriter in effecting it, shall serve its 
purpose?” 

When the question was raised as to what 
is the correct charge to be made for ad- 
ministering a life insurance trust, Mr. Mc- 
Douall replied that a schedule had been 
adopted in Newark imposing a charge of 5 
per cent on the income for the first ten 
years, 3 per cent thereafter and 1 per cent 
on the corpus on the termination of the 


trust. The corpus was considered to be. 


the original amount plus the proceeds of 
the life insurance, or the amount distribu- 
table at the termination of the trust. In 


event of the revocation of an unfunded trust, 
a charge of from $25 to $50 is imposed. 
He explained, however, thate charges for 
rendering these services varied in various 
parts of the country. 


The Clean-Up Policy 


HE first step in program insurance, Mr. 

Woods explained, was a clean-up pol- 
icy that would provide ready money for 
paying the debts incurred by a man’s death, 
leaving the insurance on his life clear. He 
advocated making the policy payable in cash 
to the executor. Mr. McDouall, however, 
urged that the clean-up policy should be 
made payable to the trust company as a 
trustee, because a policy payable to an es- 
tate would become taxable both to the state 
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of domicile and the Federal government. 
To cover this contingency there would be 
no objection, he said, to inserting a clause 
in the trust agreement, making it possible 
for the trustee to make a loan to the exe- 
cutor at a legal rate of interest to provide 
cash for the clean-up of taxes, administra- 
tion expenses and debts. 

The tremendous liability that a trust com- 
pany incurs in accepting this form of trust 
business was reviewed. First, it was sug- 
gested that' a carefully arranged system 
should be installed to prevent a company 
from failing to pay premiums and thus per- 
mitting the policy to lapse. To place other 
safeguards around the payment of pre- 
miums, it was stated that the trust agree- 
ment should provide that if there were in- 
sufficient income on hand to pay the pre- 
mium and, should the donor fifteen days 
after notification fail to make good, the 
trustee should have power to liquidate a suf- 
ficient part of the corpus of the trust to 
pay the premium. Finally the trust com- 
pany should be given the right to make 
premium loans to obtain full protection. 

An irrevocable life insurance trust is re- 
garded as most satisfactory where there 
is a funded trust, Mr. McDouall said, but 
in the unfunded form it is advisable that 
there should be the power of revocation. 
However, before an irrevocable trust is cre- 
ated, he expressed the opinion that it was 
highly desirable to go to great lengths to 
impress upon the maker just what was 
taking place and to drive home the point 
that he was “kissing the securities in the 
fund goodbye” for all times. 


Estate Tax Problems 


HE efforts being exerted by the special 
committee to cooperate in bringing about 
an adjustment of the estate tax problems 
were reviewed by Roy C. Osgood, vice- 
president of the First Trust and Savings 
Bank of Chicago. He recited that the 
special committee appointed at the Divi- 
sional convention in Chicago last fall had 
met in New York on Dec. 6, with Professor 
Belknap of the University of Louisville, who 
had been prominent in the work of the Na- 
tion Tax Association in evolving a model 
inheritance tax law. Professor Belknap out- 
lined what the association has sought to do, 
Mr. Osgood stated, and posted the com- 
mittee as to what the present situation was. 
“Five plans were brought under considera- 
tion,” Mr. Osgood stated. 

“First, there was discussed the plan of 
government collection. This plan was sug- 
gested by Dr. Adams, providing that the 
Federal government should collect all taxes 
and apportion to the states on the basis of 
domicile or situs or transfer or a combina- 
tion of these bases. Apparently that plan 
did not find much favor in the National Tax 
Association. 

“The second plan reviewed was what is 
known as the Wisconsin plan, proposed, I 
think, by Mr. Harrington of Wisconsin 
Tax Commission. The suggestion there was 
to limit inheritance taxes to one tax based 
on physical property inside the state and 
no tax at the place of domicile on extra- 
state personalty. 

“A third plan, called the English plan, 
was discussed, which is the taxation of a 
transfer only at the place where the trans- 
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fer actually occurs. This has been worked 
out between England and her colonies. This 
surrenders the right to tax on the basis of 
domicile. 

“Then, fourth, there was discussed the 
domicile plan, the tax to be levied only at 
the place of domicile, except in the case of 
real estate, which should be taxed at the 
place of real estate situs. Massachusetts and 
New York and some other states adopted 
this plan, but as the Western states gradu- 
ally changed and adopted other bases, New 
York and Massachusetts changed back. 

“The fifth plan discussed was the, so-called 
Matthews plan. 


Non-Resident Intangibles 


66] T is easy to see that the principal prob- 

lem placed by this discussion before 
the National Tax Association was the prob- 
lem of non-resident intangibles; that is, the 
share of stock, for instance, which is owned 
by a New York decedent of an Illinois cor- 
poration and is taxed in Illinois, and which 
on certain other theories may be taxed in 
other states. 

“The Matthews plan has been placed in 
legislative existence in New Hampshire, 
Connecticut, Virginia and Kentucky, and 
Colorado is considering it at the present 
time. It simply places a flat tax of 2 per 
cent on stock of a New Hampshire corpo- 
ration, to cite a specific example, owned by 
a foreign resident decedent. It is not neces- 
sary to throw the whole estate into the 
state of New Hampshire and go through 
the usual troubles and difficulties of appor- 
tionment, of question of deduction, ex- 
emptions and questions of debt to get at that 
estate. All is taken care of by simply 
paying a flat 2 per cent tax. As I under- 
stand the procedure, the tax could be as- 
certained and paid almost within twenty- 
four hours if an executor is within that 
mail-time reach of New Hampshire, or any 
of the other states having the plan in op- 
eration. 

“Strictly speaking it is still double taxa- 
tion, but so far as cost of paying the tax 
and finding out what the tax is is concerned, 
it is far better than the plans in most of 
the states that have bad duplicate tax bur- 
dens on non-resident intangibles. 


The First Problem 


HESE various plans were discussed by 
the committee, leading to the conclu- 
sion that the paramount problem is that 
concerning non-resident intangibles. It de- 
cided to make a thorough survey of the 
subject, and I may say that the progress 
already made leads us to hope within a very 
short time it will be completed. After the 
survey has been completed, it is our inten- 
tion to make certain definite suggestions as 
to corrective legislation. 

“Of course, the program is a large and 
a long one. It is not easy of accomplish- 
ment, but it gives us all so much trouble 
that it must be solved in some manner. The 
chances are it can only be solved by a 
combination of experience and suggested 
remedies worked out not only by the Trust 
Company Division but various other organi- 
zations in combination with it.” 

Another great group looking to the trust 
companies for advice concerning the proper 


Louis 


U. S. at lower freight costs 
than manufacturers in other 
large industrial centers. 


affairs and thorough understanding 
of local conditions qualify us to 
handle St. Louis business for banks, 
trust companies and individuals to 
best possible advantage. 


st Company 
Surplus 
Ten Million Dollavs 
‘ SAINT LOUIS 


Mercantile 


Mater federal SS 
Rererve Srtem 
EIGHTH AND LOcUST 


manufacturers 


St. 
ship to two-thirds of the 


2 Close association with St. Louis 


financial management of their funds is 
composed of philanthropic and educational 
institutions, Dr. Alfred William Anthony, 
chairman of the committee on financial 
and fiduciary matters of the Federal 
Council of the Churches of Christ in 
America, told the conferees. He stated 
that the amount of money and property held 
by the church authorities and the educational 
institutions could not be accurately estimated, 
but said it reached into the billions. The 
home mission group alone spends $25,000,- 
000 annually. 

At a recent conference of the members 
of the finance committee, in joint session 
with the representatives of universities and 
other institutions having large endowments, 
it was voted that “favorable attention to all 


of those having care of securities should be 
called to the facilities of trust companies for 
handling these securities at a minimum cost,” 
Dr. Anthony recited. The conferees voted 
also to seek the approximation of uniform- 
ity in legislation throughout the states as to 
notice to legatees, the percentage of the 
estate that may go to charity and as to the 
time elapsing after a will is made before the 
death of the testator. 

“We are concerned,” Dr. Anthony said, 
in discussing the general problem, “with the 
long haul viewpoint of sound investment for 
these endowment funds. These funds pre- 
sent a great field for trust company ser- 
vices. The trust companies are custodians 
of securities, and we are moving in the di- 
rection of looking more and more to them 
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Specialized Service to Banks 


Guaranty ‘Trust Company 
of New York 


Main Orrice: 140 Broadway 


Firrn Avenue Orrice: Fifth Ave. and 44th St. 


Maprson AVENUE Orrice: Madison Ave. and 6oth St. 


NEW YORK 


London Offices: 


32 Lombard St., E. C. 3 


50 Pall Mall, S. W. 1 


Bush House, W. C. 2 


Paris: 1 & 3 Rue des Italiens 


Brussels: 156 Rue Royale 


Liverpool: 27 Cotton Exchange Buildings 


Havre: 122 Boulevard de Strasbourg 


Antwerp: 36 Rue des Tanneurs 


for advice in regard to the watching of se- 
curities, the sound distribution of invest- 
ments and the audit and review of securities. 
The church organizations and the trust com- 
panies have a common basis of interest in 
regard to wills leaving philanthropic endow- 
ment funds, and they can promote the mak- 
ing of such wilis by calling attention to 
the fact that the churches, as expert ad- 
ministrators of philanthropic funds from the 
point of view of charity, and the trust com- 
panies as experts from the point of view 
of financial management, are cooperating for 
the best results. The organizations repre- 
sented in the Federal Council of the 
Churches of Christ in America are making 
every effort to put their houses in order in 
the administration of philanthropic funds.” 

In recognition of the services that trust 
companies are rendering, President Cool- 
idge dispatched a message from Washington 


to Lucius Teter, as President of the Trust 
Company Division, saying: 

“T am very glad to renew this year the 
good wishes and congratulations which I 
have before had occasion to express to your 
membership. It should be a matter of pride 
to your Association to raise still further your 
already high standard of service to the com- 
munity through the careful preservation of 
that trust which the people have learned to 
place in you.” 

A round of applause greeted a message 
from Vice-President Charles G. Dawes, who 
expressed his regrets upon being unable 
to attend and expressed his cordial regards. 

The importance of the trust company 
in the American financial system was stressed 
in a letter from Secretary of the Treasury 
Mellon, who said: 

“Trust companies fill a useful and nec- 
essary place in our financial system. Their 
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importance is best attested by their steady 
growth, particularly during the last twenty 
years in safeguarding property, promoting 
thrift and encouraging the sound invest- 
ment of funds that would otherwise be lost 
through speculation, fraud and carelessness. 
Trust companies are rendering a service of 
inestimable value to the country. They play 
an almost indispensable part in conserving 
our resources and helping to provide the 
necessary capital for the nation’s continued 
development.” 


The Vast Resources 


eens magnitude of the corporate trustee 
served was indicated by President Teter, 
who presided over the fourteenth annual 
banquet at the Hotel Commodore, where 
more than 1100 gathered. 

“Twenty-five hundred trust companies 
have sixteen billions of resources, and six- 
teen hundred national banks have qualified 
to do a trust business,” he said. “The im- 
portance of the corporate trustee is of first 
magnitude, particularly when it is borne in 
mind that the resources of these corporate 
fiduciaries are only a fractional part of 
the financial operations which they have a 
part in managing. It is, therefore, of im- 
portance, first, how we acquit ourselves of 
this responsibility, and, second, what the 
public, whom we serve, thinks of us. 

“The Trust Division in its thirty years 
of existence has given careful attention to 
the training of trust men and has encour- 
aged the public to understand and use trust 
company service. We believe that as the 
great corporation providing transportation 
takes the place of the individual stagecoach 
owner of the earlier day, just so does the 
suitably capitalized, well-manned corporation 
acting in a fiduciary capacity properly take 
the place of the trusted and honored in- 
dividual trustee of former days. 

“It is an important part of our task so 
to conduct these institutions that no one 
will misunderstand their character or feel 
that their great influence is at any time 
misdirected. To that end it seems to me that 
we must insist upon a professional point of 
view. If the management of trust company 
business is not a profession, it should head 
the list of businesses in which professional 
ideals dominate. It would seem desirable 
for the trust company or national bank, 
which is developing a fiduciary department, 
to keep in mind that there is something more 
than commercial profit to be considered. 

“From time to time members of the bar 
have had just cause for complaint of cer- 
tain activities of trust companies. Our di- 
vision has a standing committee on co- 
operation with the bar, and we have been 
most earnest in recommending to our mem- 
bers the avoidance of anything that has the 
appearance of the practice of the law. We 
think that the leading lawyers of the coun- 
try fully understand this and that they be- 
lieve thoroughly in the corporate form of 
trusteeship. However, it is a definite re- 
sponsibility that each one of us should share, 
that we at all times conduct our institutions 
in harmony with the proper ideals of the 
American Bar Association, and be alert to 
correct any misapprehension which a member 
of the legal profession may have concern- 
ing our activities. 

“When one realizes the rapid growth of 
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wealth in this country and measures the 
future with some such measuring stick, for 
instance, as the amount of life insurance now 
in force, between sixty and seventy billions, 
most of which will be paid within the next 
thirty years, some idea may be formed of 
the responsibilities in store for both law- 
yers and corporate fiduciaries.” 


Faith Amid Pessimism 


IR HENRY THORNTON, chairman 

and president of the Canadian National 
Railways, declared that the faith Ameri- 
can investors had shown in Canada was well 
deserved, as the Dominion had untold wealth 
in natural resources. While the railway 
lines of which he is the directing head are 
government-owned, Sir Henry related how 
the force of circumstance, rather than de- 
liberate belief in state ownership had brought 
the Canadian people to acquire the proper- 
ties. 

While observing the reign of pessimism 
about the present and despondency about 
the future, Ernest Martin Hopkins, president 
of Dartmouth College, hailed with satisfac- 
tion the fact that “civilization has developed 
to a stage where men can guarantee and 
justify a confidence which may be reposed 
in them, and where trusts can be established 
and protected and held inviolate from one 
generation to another to the good of count- 
less individuals, to the advantage of num- 
berless institutions and to the enhanced 
stability of society as a whole. 

“Man lives a legatee of the past and an 
heir of the future, creating, conserving and 
transmitting. Hence it comes about that 
trusts are possible and associations are need- 
ful for perpetuating these, whether these 
be accumulations of material values or of 
intellectual values or of espiritual values. 
And thus we come to consideration of such 
institutions of society as the bank, the col- 
lege and the church, and to a realization 
that a common principle lies behind all of 
these.” 


Canada’s Railroads 
(Continued from page 566) 


We are all trustees, and there is no greater 
trustee than he who happens to be put in a 
position of responsibility and authority in 
in any great institution. Railway execu- 
tives are the trustees of three things, the 
welfare of the communities they serve, the 
security of those who have invested their 
savings in the enterprise, and they are also 
the trustees of the officers and men who are 
in their employ. A railway company or 
any great institution which serves the pub- 
lic must maintain three things: Solvency; 
an adequate service to the public, and it must 
pay those wages to officers and men under 
such working conditions as will enable them 
to live in prosperity and peace and bring up 
their children as self-respecting members of 
society. 

In other words, railway executives have 
come to be, in a very large sense, trustees— 
trustees for the public, trustees for those 
who have invested in the enterprise, and 
trustees for the officers and men who serve 
the company. 

There are two great assets to which every. 
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Best Tractor Paper 
Is a Sound Investment 
“WE have never yet had occasion to 
repossess any Best Tractor that we have 
sold during 4 years,” writes a Best dealer, 
“and our bank has highly complimented 


us on the class of paper that we have 


discounted.” 


Best Tractors—‘“Sixties” and “Thirties” 
make money for their owners and have high 
resale value—they are built to last. 


C. L. BEST TRACTOR CO. 


Factory Branch—Warehouse 
St. Louis, Missouri 


General Offices—Factory 
San Leandro, California 


SALES OFFICES 


San Francisco—127 Montgomery St. 


New York City— 50 Broad St. 


Dealers throughout the United States 


BEST TRACTORS 


railway company should aspire, and no price 
is too great to pay for those assets. The 
first is the confidence and the good-will of 
the public and the community which they 
serve, and the second is the loyal support of 
both officers and men. 

If these two things are achieved, the rest 
is relatively unimportant. After all, these 
are the days in which our workmen com- 
bine, and I think rightly so, for the main- 
tenance of their rights. We are prone to 
regard at times the trade union as the enemy 
of capital. I maintain that the trade union 
is not the enemy of capital. Trade unions 
are here; they cannot be gotten rid of, and 
it is very much better to work with them 
than to fight with them. I have had con- 
siderable experience with laboring men on 


both sides of the Atlantic, perhaps more 
especially in England, and I have never yet 
had a trade union leader or a trade union 
play other than fair. 

We have lately in England had a labor 
government. That labor government gave 
to England from an administrative point of 
view the best government which the British 
Empire has had within recent years. That 
may seem to you an extraordinary state- 
ment, but it is not only my own opinion, 
but it is the opinion of many individuals 
in England who have had an opportunity to 
observe the workings of that government. 
I see no reason why there should be con- 
stantly recurring contentions between capi- 
tal and labor. I believe that labor, prop- 
erly handled, will invariably respond. 
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received the limelight. 


DETROIT 


4 
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MEAT PACKING 


E stage in Michigan is so crowded with a var- 
iety of industries that Meat Packing seldom has 


Thousands of cattle and sheep from the west are 
annually fattened on the fenced ranches of cut-over 
timber lands in the north. 


Slaughtering and meat packing reached an annual 
volume of $57,648,125. a year ago. 
important link in this enterprise, for through it the 
entire Great Lakes Region is served. 


FIRST NATIONAL BANK 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


This bank is an 


MICHIGAN 


Land Problem 


(Continued from page 548) 


supplemented by localized studies of owner- 
ship and tenancy problems in cooperation 
with interested states. The results of these 
studies were summarized in a comprehen- 
sive article on farm ownership and tenancy 
published in the yearbook of the Department 
of Agriculture for 1923. About 4500 bank- 
ers have asked for and have received copies 
of this article, a manifestation of the great 
interest bankers have in the problem of farm 
tenancy. A statistical correlation of the 
form of tenure with size of farm, farm 
land value and color of occupant is one of 


several interesting correlations that are being 
made. 

A statistical study of the rate of return 
on investments in farm land has been com- 
pleted and published as a contribution to- 
ward a satisfactory basis for framing poli- 
cies for land appraisal, for taxation and for 
rural credit. Other research projects in 
land valuation include a survey to measure 
the effect of such factors as yield per acre, 
distance to market and road type on land 
value, and extensive data have been collected 
on trend of land values in relation to prices 
of farm products, rates of interest, improve- 
ments, etc. 

A system is being developed whereby up- 
wards of 60,000 selected correspondents will 
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report four times a year on land values and 
turnover, land tenure and occupancy, land 
utilization and farm labor conditions. These 
reports should furnish comprehensive and 
valuable annual statistics on important as- 
pects of land economics. 

Government and states agencies are not 
the only ones that cooperate heartily in these 
projects. Several land companies and sey- 
eral associations of settlers in some of the 
reclamation areas have helped to make these 
studies possible. 


“No Time to Read” 


OW long will it take a busy man, a 
H man who is carrying real respon- 
sibilities, to read 150 books? 

The question is raised because so many 
men feel that, if they had time, they could 
read many desirable things that are now es- 
caping them. 

The question may be answered by taking 
a page from the life of Theodore Roosevelt, 
who read over 150 books during the first two 
years he occupied the White House. The 
secret of his ability to read so extensively is 
that he had trained himself to read rapidly 
and that he had a way of turning to some 
good use those spare moments which so 
many people let slip away unfreighted by 
anything useful. 

This is the Roosevelt list, as compiled 
by the Century in 1905; and it is important 
to remember, if we are to estimate fairly 
the possibilities of improving our time, that 
this is not a complete list of all the books 
that Mr. Roosevelt read in that period: 

Parts of Herodotus; the first and sev- 
enth books of Thucydides; all of Polybius; 
a little of Plutarch; Aeschylus’s Orestean 
Trilogy ; Sophocle’s “Seven Against Thebes” ; 
Euripides’ ‘“Hippolytus” and “Bacchae”; 
Aristophanes’s “Frogs”; parts of the “Poli- 
tics” of Aristotle—the foregoing in trans- 
lation; Ridgeway’s “The Early Age of 
Greece”; Wheeler’s “Life of Alexander the 
Great” and some six volumes of Mahaffy’s 
studies of the Greek world—of which only 
chapters here and there were read; two of 
Maspero’s volumes of the early Syrian, 
Chaldean and Egyptian civilizations—these 
read superficially ; several chapters of Frois- 
sart, the memoirs of Marbot; Bain’s 
“Charles XII”; Mahan’s “Types of Naval 
Officers”; some of Macaulay’s “Essays”; 
three or four volumes of Gibbon; and three 
or four chapters of Motley; the lives of 
Prince Eugene, of Admiral de Ruyter, of 
Turenne and of Sobieski—all in French; 
the battles in Carlyle’s “Frederick the 
Great”; Hay and Nicolay’s “Lincoln,” and 
the two volumes of the “Complete Works” 
of Abraham Lincoln—these were not only 
read through, but parts were read again 
and again; Bacon’s ‘“Essays”—curiously 
enough he had not really read these until 
now; “Macbeth”; “Twelfth Night,” “Henry 
the Fourth,” “Henry the Fifth’; “Richard 
the Second”; the first two cantos of “Para- 
dise Lost”; some of Michael Drayton’s 
poems—he cared for only three or four; 
portions of the “Nibelungenlied”; portions 
of J. A. Carlyle’s prose translation of 
Dante’s “Inferno”; “Beowulf”; Morris’s 
translation of the ‘“Heimskringla,” and 
Besant’s translation of the sagas of Gisli 
and Burnt Njal; Lady Gregory’s and Miss 
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Hull’s “Cuchulling Saga” together with 
“The Children of Lir”’, “The Children of 
Turaine”, the tale of “Deidere”; Moliere’s 
“Les Precieuses Ridicules” ; Beaumarchais’s 
“Le Barbier de Seville’; most of Ambas- 
sador Jusserand’s books (among which he 
was most interested in his studies of “Kings 
Quhair”’) ; Holmes’s “Over the Teacups”; 
Lounsbury’s “Shakespeare and Voltaire; va- 
rious numbers of the “Edinburgh Review” 
from 1803 to 1850; Tolstoi’s “Sebastopol” 
and the “Cossacks”; Sienkiewicz’s “With 
Fire and Sword” and parts of his other 
volumes; Scott’s “Guy Mannering”, “The 
Antiquary”, “Rob Roy”, “Waverley”, 
“Quentin Durward”, parts of “Marmion” 
and the “Lay of the Last Minstrel”; Coop- 
er’s “The Pilot”; some of the earlier stories 
and some of the poems of Bret Harte; 
Mark Twain’s “Tom Sawyer”; Dicken’s 
“Pickwick Papers” and “Nicholas Nickle- 
by”; Thackeray’s “Vanity Fair”, “Penden- 
nis’, “The Newcomes,” “Adventures of 
Philip”; Conan Doyle’s “The White Com- 
pany”; Lever’s “Charley O’Malley”; the 
romances of Charles Brockden Brown (from 
motives of curiosity, but without real enjoy- 
ment when he was confined to his room with 
an injured leg); an occasional half hour’s 
reading in Keats, Browning, Poe, Tenny- 
son, Longfellow, Kipling, Bliss, Carman; 
also in Poe’s tales and Lowell’s essays ; some 
of Stevenson’s stories and of Allingham’s 
“British Ballads”; and Wagner’s “The Sim- 
ple Life.” He read aloud to his children 
and often finished afterward to himself. 
Thackeray’s “The Rose and the Ring”, Hans 
Anderson’s stories, some of Grimm’s, some 
Norse folk-tales, and stories by - Howard 
Pyle; “Uncle Remus” and the rest of Joel 
Chandler Harris’ stories (he is known by 
the way to have said, “I should be willing to 
rest all that I have done in the South, as 
regards the negro, on his story, ‘Free 
Joe’”) ; two or three books by Jacob Riis; 
also Mrs. Van Vorst’s “The Woman Who 
Toils”, and one or two smaller volumes; 
the nonsense verses of Carolyn Wells, first 
to the children and afterward for Mrs. 
Roosevelt and himself; Kenneth Grahame’s 
“The Golden Age”; what he has called 
“Those two delightful books” by Somerville 
and Ross, “All on the Irish Shore” and 
“Experiences of an Irish R. M.”; Town- 
send’s “Europe and Asia”; Conrad’s 
“Youth”; “Phoenixiana”; Artemus Ward; 
Octave Thanet’s stories—he especially liked 
those that deal with labor problems; va- 
rious books on the Boer war, of which he 
liked best Viljoen’s, Steeven’s, and studies 
by the writer signing himself “Linesman” ; 
Pike’s “Through the Subarctic Forest”, and 
Peer’s “Cross Country with Horse and 
Hound” together with a number of books 
on game-hunting, mostly in Africa; sev- 
eral volumes on American outdoor life and 
natural history, including the re-reading of 
much of John Burroughs; Snellendam’s 
“The Real Malay” and Trevelyan’s “The 
American Revolution”. Also twenty-three 
volumes of current fiction. 


Your Journal En Route 


The AMERICAN BANKERS ASSOCIATION 
JoURNAL is now to be found in the club cars 
of the limited trains on the Pennsylvania 
Railroad System. 


Is 


your bank 
three thirds Service to 
its depositors 7? 


Poor’s Three Thirds Service will 
give you a complete, self operat- 
ing, automatic investment in- 
formation department for the 
use and protection of your de- 
positors, brought up-to-date 
every morning! 

It will give your bank all the 
information you need to answer 


‘any question any depositor may 


ask you concerning any security 
on the market! Such a service 
is a logical part of the modern 
banking system. 


The initial cost of this depart- 
ment is small. The up-keep 
even smaller. 


“How to build business for your 
Bank with Poor’s Three Thirds 
Service.” This booklet contains 
interesting and live suggestions 
which you can use. 


Have your secretary write us for 
it now, addressing Bankers’ 
Department. 


Poor’s Publishing Company 
33 Broadway, New York, N. Y. 


POORS THREE THIRDS 
SERVICE 


giving 
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The Condition of Business 


A High Rate of General Business Indicated By Expansion In 
Production, Larger Railroad Shipments, and Active Drawing 


Against Bank Accounts. 


Gold Exports Reflected In Firmer 


Money Conditions and Enlarged Demand for Reserve Credit. 


OMPLETE reports for January 

confirm the earlier indications of a 

very high level of industrial and 

trade activity in that month, and 
the weekly figures since then have shown no 
evidence of any marked falling off in busi- 
ness during February. 

The Federal Reserve Board’s index of 
output in 22 basic lines of industry, which 
had already advanced 25 per cent since mid- 
summer, showed a further increase of 8 per 
cent in January to the highest point since 
the spring of 1923. Greater activity in the 
iron and steel industry contributed largely, 
as in preceding months, to the increase in 
level of total production, but the output of 
lumber, minerals, food products, and paper, 
and.mill consumption of cotton also showed 
considerable increases in January. Employ- 
ment at industrial establishments through- 
out the country in- 


creased only slightly, MILLIONS 
however, further ad- 


ditions to working 
forces in the metal, 
textile and leather in- 
dustries being largely 
offset by seasonal de- 
clines in the number 
employed in the build- 
ing materials and 
food products indus- 50 
tries. Building  ac- 
tivity, as measured by 
contracts awarded, 
was practically equal 
to the exceptionally 
large figures of last 
year, while contem- 
plated new work and S50 
permits issued, which 
precede the actual let- 
ting of contracts, were 
also close to the totals 100 


100 


the smallest increases are for jewelry, mil- 
linery and other articles of luxury. 
Increases in business and financial activity 
in January were accompanied by a consider- 
able increase in the rate at which funds were 
checked out of banks. This increase, to- 
gether with a further increase in the average 
level of bank deposits for the month, re- 
sulted in a larger total of check payments, 
or debits to individual accounts, in 140 cen- 
ters outside New York City, than in any 
previous month, notwithstanding that the 
passing of holiday trade usually results in a 
decline from December. During February, 


the daily amount of withdrawals averaged 
10 to 15 per cent higher than last year. 
Wholesale prices, as measured by the index 
of the Bureau of Labor Statistics, advanced 
2 per cent further in January to the highest 
As in preceding months, 


level in four years. 


EXCESS OF 
EXPORTS 


1914 1915 


of a year ago. 
Railway shipments 
throughout the coun- 
try in the first seven weeks of the year were 
2 per cent above the record figures of a year 
ago. Gains occurred in every section of the 
country, except the eastern, and were espec- 
ially marked in merchandise and miscel- 
laneous freight in the western districts. The 
increases in these classes of goods, which 
include those moving into consumerss hands 
and into retail trade channels, furnish in- 
teresting evidence of the improved purchas- 
ing power of the farming population. Simi- 
lar testimony comes from the large mail 
order houses, whose sales are running far 
ahead of last year. Many sections are now 
buying which have been out of the market 
for some time, and the largest increases in 
mail order sales are reported in building 
materials, fencing, machinery, and similar 
necessaries for the farm and home, while 


1916 


1917 1918 1919 1920 1921 


the advance was due largely to further rises 
in farm products and foods. Available 
weekly price indexes, which are less in- 
clusive than the Bureau’s, showed a further 
advance in the general level of wholesale 
prices in the latter part of February. 


Gold Outflow Continues 


RELIMINARY and unofficial figures on 

the gold movement during February in- 
dicate some diminution in the rate of net 
gold outflow as compared with January, 
when net exports amounted to about $69,- 
000,000, the largest in any one month in the 
past decade, as shown by the accompanying 
chart, which was prepared by the Federal 
Reserve Bank of New York. Through the 
Port of New York, gold exports in Febru- 
ary amounted to about $34,000,000, mostly 
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additional shipments to Germany out of pro- 
ceeds of her American loan, and further 
consignments to British India, together with 
a number of small shipments to several 
South American countries. A substantial 
amount was also reported to have been 
shipped from San Francisco to Australia as 
a result of an exchange operation. For the 
three months December to February, in- 
clusive, total exports for the country are 
estimated unofficially at approximately $160,- 
000,000, distributed as follows: 


British Endia $55,870,000 


16,374,000 


The outflow of gold 
during the past three 
months has had an 
effect on money rates 
and banking  condi- 
tions opposite to that 
produced by the in- 
flow which was prom- 
inent during the first 
half of 1924. The de- 
cline in business ac- 
tivity which began in 
the early spring of 
that year occurred at 
a time when imports 
of gold were ayerag- 
ing $30,000,000 to 
$40,000,000 a month in 
excess of exports. 
Banks which were 
members of the Fed- 
eral Reserve System 
were using the gold 
received from abroad 
gradually to reduce, 
and in many cases to 
extinguish their  in- 
debtedness at the Reserve Banks. Any 
additional funds which came into their pos- 
session were added to their reserve balances 
and were then capable of supporting sev- 
eral times their amount in member bank de- 
posits. Under these circumstances, banks 
were eager to employ their funds, money 
rates declined gradually to the lowest levels 
in recent years, and otherwise idle reserves 
were employed in security investments and in 
loans on stocks and bonds. 

The recent outflow, coming at a time when 
business activity was large and still expand- 
ing, when the security markets were con- 
tinuing to absorb large amounts of credit, 
and when foreign borrowing here had been 
going on for nearly half a year at the rate 
of $5,000,000 a day, has been a chief factor 
contributing to firmer money conditions in 


1924 “1925 
Net United States imports and exports of gold (the February figures are preliminary) 
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recent weeks. Money rates have in many 
cases recovered to the levels prevailing late 
last spring. Open-market rates on prime 
commercial paper advanced to 3%-4 per 
cent for most sales, although commercial 
borrowing through the open market appears 
to have increased much less than usual since 
the first of the year. Firmer conditions in 
the market for bankers acceptances were in- 
dicated by a somewhat reduced demand for 
bills, moderately increased sales to the Re- 
serve Banks, and an advance of % of 1 per 
cent in the open market rates on most ma- 
turities to 3% per cent in the case of prime 
90-day bills. Call and time loans on stock 
market collateral also advanced moderately. 


Banking Credit 


OANS and investments of reporting 
member banks in leading cities, follow- 
ing the rapid rise during the last half of 
1924 to a new high record, declined by about 
$100,000,000 between January 14 and Feb- 
ruary 18. Security investments, which on 
January 14 had already declined $60,000,000 
from the high record of last November, 
showed a further decline of $150,000,000, 
chiefly at banks in New York City. Loans 
on stocks and bonds increased moderately, 
notwithstanding a decline in New York City, 
while loans made largely for commercial 
purposes were practically unchanged for the 
period at the highest level since 1921. Net 
demand deposits also declined sharply from 
the high point reached on January 14, most 
of the decline being in New York City. 
The usual seasonal liquidation of Federal 
Reserve Bank credit came to a close by 
January 21 when discounts reached the low- 
est level since 1917. Effects of the demand 
for gold for export, which earlier in the 
month were overshadowed by the return 
flow of currency from circulation, now be- 
gan to appear. To secure gold for export 
and at the same time maintain their reserves 
with the Reserve Banks, member banks 
increased their borrowings from the Reserve 
Banks very substantially, so that the Sys- 
tem’s holdings of bills discounted reached 
the highest point since May, 1924. The ac- 
companying withdrawals of gold reduced the 
holdings of the Reserve Banks so that by 
February 25 total gold reserves of the Sys- 
tem were $150,000,000 lower than at the end 
of November and at the lowest point since 
1922. Effective February 27, the discount 
rate of the Federal Reserve Bank of New 
York was increased from 3 to 3% per cent 
on all discounts and advances. 


Business Profits 


INANCIAL statements for the year 1924 

of leading concerns engaged in manufac- 
ture and distribution, many of which were 
published in February, showed considerable 
variations among different lines of business 
as to the amount of new profits earned in 
comparison with earlier years. Concerns 
manufacturing steel and railroad equipment 
earned substantially smaller amounts than in 
1923, reflecting the sharp curtailment of op- 
erations which occurred in the second and 
third quarters of the year. Companies en- 
gaged in the manufacture of textiles and 
clothing also reported reduced profits, and in 
the case of motor and accessory companies, 
most of whose annual statements had not 
yet appeared by the end of February, the 
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Consider Your Secondary Reserve 


It can be made to earn more 


tunity to increase earnings without in the least disturbing 

safety. Almost any bank can profitably carry a fair per 
cent of Federal Land Bank Bonds in its Secondary Reserve. 
Being acceptable by the United States Treasury at par as secur- 
ity for Government Deposits, including Postal Savings, these 
bonds possess advantages not found in any other except Gov- 
ernment bonds. They are wholly tax exempt and the interest 
on them may be deducted from your net taxable income. The 
yield is very satisfactory, being on the current issue at present 
price above 4.30% to call date and 4.50% thereafter. They 
are readily convertible into cash and the market for them is as 
stable as the market for Governments. 


A N analysis of your secondary reserve may show an oppor- 


The twelve Federal Land Banks were organized with 
$9,000,000 Capital and no reserve or surplus. During six and 
one-half years of active operation they have grown in strength 
until on December 31, 1924, their Capital was $49,582,045; 
Reserve and Surplus $6,668,050; Undivided Profits $3,868,029; 
and Total Assets $992,017,312. Reserve and Surplus have been 
created entirely from earnings, in addition to which more than 
$10,700,000 have been disbursed in dividends. These Banks 
are managed by men thoroughly trained in banking and also well 
acquainted with farm conditions, and the bonds of each Bank 
are fully underwritten by the other eleven. 


You can Safely recommend 


Federal Land Bank Bonds 


To estates, Special Trusts and small investors seeking abso- 
lute certainty of return. 


These bonds are legal investment for all fiduciary and Trust 
funds under the jurisdiction of the United States Government, 
and in 37 states are eligible for investment by Savings Banks. 


Interest is*° payable semi-annually at any Federal Land 
Bank or Federal Reserve Bank, making the coupons cash items 
anywhere in the country. Principal is payable at the Bank of 
issue,—but arrangements for retirements are also made through 
the Federal Reserve Banks. Coupon and Registered bonds, 
(interchangeable) in denominations of $10,000, $5,000, $1,000, 
$500, $100 and $40 redeemable at par and interest ten years 
from date of issue and on any interest payment date thereafter. 


The Federal Land Banks are located at 


St. Louis, Mo. Louisville, Ky. 
Berkeley, Cal. St. Paul, Minn. 
Omaha, Nebr. Baltimore, Md. 


Columbia, S. C. 
Houston, Texas 
Spokane, Wash. 


Springfield, Mass. 
New Orleans, La. 
Wichita, Kansas 


Write for Federal Farm Loan Board Circular No. 16 descriptive of these 
Bonds, addressing nearest Federal Land Bank or the Fiscal Agent 


CHAS. E. LOBDELL, Fiscal Agent 


FEDERAL LAND BANKS 
Washington, D. C. 


Federal land Bank | 
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Increase Your 
arning Assets 


Your best efforts toward in- 
creasing the return upon your 
earning assets can be only half 
successful if you overlook the 
importance of converting mere 
idle figures into interest bearing 


balances. 


Our continuously operating 
Transit Department and direct 
routing of collections result in 
a maximum of collected and 
available funds in the shortest 
possible time. 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus and Profits, $17,000,000 


figures for nine months also indicated sub- 
stantially smaller profits than in 1923. On 
the other hand, concerns in many other lines 
of business, as for example, those making 
food products, shoes, tobacco products, and 
miscellaneous articles, as well as those en- 
gaged in merchandising, showed net profits 
equal to 1923, or even larger. Telephone 
and other public utility companies, the de- 
mand for whose services is relatively little 
affected by changes in general business con- 
ditions, continued to show increases in net 
profits, as had been the case for many years. 


Rail Traffic and Earnings 


ARNINGS of Class I railroads continued 
in 1924 at the relatively high level 
reached in 1923, notwithstanding a decline of 
about 6 per cent in traffic. The roads were 
able to achieve this result through economies 
in operation, which have followed in part 
from increased expenditures on equipment, 
roadbed, and other parts of the plant during 
the preceding year or two. The following 
table, based on computations of the Bureau 
of Railway Economics, shows for the coun 
try as a whole and by leading districts, the 
percentage changes in freight tonnage, the 
principal source of operating revenue, and 
net operating income in 1924 as compared 
with 1923. Although each of the three dis 
tricts shows a decline in tonnage carried, 
earnings in the southern and western dis- 
tricts increased, while in the eastern dis- 
trict the decline in earnings was much less 
than in traffic: 
Per Cent Change 
from 1923 

District Tonnage Earnings 
Eastern —9.8 —2.8 
Southern 
Western —1.5 
United States —6.2 

January reports from 30 roads, available 
at the end of February, showed a con- 
tinuance of improved earnings, despite heavy 
snow storms this year in many parts of the 
country. Notwithstanding the recent im 
provement, however, earnings still average 
considerably lower than 534 per cent on 
capital invested, the rate established by the 
Interstate Commerce Commission as a “fair 
return.” 


Cotton Milling 


HE cotton goods industry has been 

gradually expanding its operations since 
the middle of the summer, and in January 
more bales of cotton were consumed by 
domestic mills than in any one month since 
May, 1923. Activity in January was esti- 
mated at only about 4 per cent below nor- 
mal, the highest rate of operations since No- 
vember of 1923. The present prospect is for 
more steady operations than for some time, 
because of a better relationship between 
prices of raw material and finished goods, 
and because of lower wage scales. 

Beginning about the middle of 1923 and 
continuing during most of 1924, the price of 
raw cotton fluctuated at a level considerably 
above that at which goods could be made up 
and sold to consumers. As a result, the in- 
dustry gradually reduced its activity and at 
low ebb in June of 1924 was operating at 
only 60 per cent of its normal rate for that 
month. The following table indicates in an 
approximate manner the way in which the 
disparity between raw cotton and cotton 


= 
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| = 


March, 1925 


cloth prices operated to limit production. 
The price indexes are those compiled by 
Textile World and are based on July, 1914, 
as 100 per cent. The index of mill con- 
sumption of cotton, which reflects the state 
of activity, is based on figures published by 
the Federal Reserve Bank of New York, 
which takes as 100 per cent the computed 
normal of past years, after allowing for 
usual seasonal variations and year to year 
growth. 

Per Cent 

Price Indexes of 


Normal 
Cotton Cloths Activity 


January, 
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In general, it is seen that when the prices 
of raw cotton and finished goods are in fair 
agreement, as at the base date of July, 1914, 
or in January and April, 1923, mills have 
operated at about the rate normally to be 
expected. But when cotton soared above the 
price of goods, activity fell off and touched 
the lowest level in July, 1924, when the 
price disparity was greatest. The expansion 
in mill operations since last July has been 
possible through the re-establishment of 
more normal price relations between raw 
materials and finished goods, aided in the 
case of most New England cotton mills by 
a wage reduction of 10 per cent. This re- 
duction substantially offsets the advance 
which was made in April, 1923, and leaves 
wage scales still about 111.0 per cent above 
the pre-war level, a somewhat larger margin 
of increase than shown for raw materials 
or finished goods. 


How Savings Banking Helps the Community 


URING the Western Regional Sav- 

ings Banks Conference, held in San 

Francisco last month, there was a 
prize speaking contest for representatives 
of chapters of the American Institute of 
Banking in eleven western states. The first 
prize was won by Paul B. Kent of the Cali- 
fornia Bank of Los Angeles; the second 
prize, by H. W. Loewen, Long Beach branch 
of the Security Trust and Savings Bank 
of Los Angeles. Mr. Kent’s speech fol- 
lows: 


66 T is necessary first to set forth clearly 

the place which savings banking oc- 
cupies in the commercial structure, in con- 
sidering how savings banking helps the com- 
munity. In brief, its chief function is to 
provide a. safe place for the man of mod- 
erate income to keep his surplus funds. This 
function naturally divides itself into two 
operations. First, receiving the deposits of 
the individual, and second, the investment of 
these funds. 

“The benefit of savings banking to the 
community is immediately apparent in both 
of these operations. Consider the first one. 
The man of moderate income forms the larg- 
est part of the savings department’s patrons. 
Let us see what savings banking does for 
the depositor. First, it offers him safety. 
By the very nature of his resources this is 
his prime requisite. It is what he looks 
for above all else. Second, it gives him 
immediate return on his surplus, no matter 
how small. His income being moderate, 
his periodical accumulations would be in- 
effective as units, and instead of having to 
wait until these sums have grown to an ef- 
fective amount for investment, he is able 
to deposit small amounts as they are accu- 
mulated and get a good return on them. 
Third, though he only deposits one dollar, 
his money is safeguarded with all the ex- 
perience and judgment gained by bank offi- 
cials over a period of many years. 

“Consider the second operation, that of 
investing these funds. After having mobil- 
ized the surplus of the individuals of the 
community, the savings bank then uses it 
for the upbuilding of this same community. 


By investment in real estate mortgages, the 
proceeds of which are used for improve- 
ments which increase the value of the com- 
munity’s property, and in bonds used to 
finance projects which make for its growth 
and enlarge its scope and influence, and de- 
velopments which make it a better place in 
which to live, savings banking makes pos- 
sible the full economic use of a great part 
of the community’s resources, which would 
otherwise be unproductive. 

“Another very real benefit of savings 
banking to the community is in the encour- 
agement of thrift. Since a community’s 
prosperity depends upon the thrift, industry 
and initiative of its individuals, the savings 
bank helps to build the foundation of the 
community’s progress. The school savings 
systems, in operation in many parts of the 
country and under which many thousands of 
school children carry savings accounts, are 
monuments to savings banking. 

“In the cooperation the savings bank gives 
its depositors, we find an important benefit. 
It has been said that when a man chooses 
his bank he does more than merely designate 
a place in which to keep his surplus funds; 
he chooses a co-worker. A problem arises. 
The answer is, ‘Ask your banker.’ This 
has become a well-known phrase because 
the banker realizes his responsibility to the 
community and is trying to fulfill it to the 
best of his ability. 

“Savings banking has kept pace with the 
growth of civilization and will be found, 
in the future as ‘it has been in the past, in 
the forefront of those economic agencies 
which make for the upbuilding of a com- 
munity.” 


English Rediscount Rate Raised 


The Bank of England on March 5 raised 
its rediscount rate from 4 to 5 per cent. An 
advance had been expected, following the 
action of the New York Federal Reserve 
Bank in raising its rate from 3 to 3% per 
cent. The spread of 1% per cent is ex- 
pected to prevent the withdrawal of Ameri- 
can balances which have been established in 
London. 


BOND YIELDS 


It Is Important That the 
Banker Keep -Posted Regard- 
ing Bond Yields. The Com- 
plete Daily Analyses Fur- 
nished in Our Columns will 
Render Such Information 
Available to Readers of 


THE WALL STREET 
NEWS 
Published by 
THE NEW YORK NEWS BUREAU 
ASSOCIATION 
42-44 New Street, New York City 


$10 One Year—$5 Six Months— 
$2.50 Three Months 


TRIAL SUBSCRIPTION 
THE WALL STREET NEWS 
42-44 New Street New York City 


Enclosed please find $2.50 covering 
trial subscription for three months. 


Caldwell & Co. 


INVESTMENT BANKERS 


Southern Municipal, Corporation and 
First Mortgage Bonds 


1201 Union Street 


Nashville 


Chicago 
St. Louis 
Detroit 


Tennessee 


New York 
Cincinnati 
Knoxville 


Chattanooga 
New Orleans 
Birmingham 


Southern Municipals 
Bought — Sold — Quoted 


Liberal concessions to banks 


Orders executed on 


New York and Chicago 
Stock Exchanges 


Private wires to New York and Chicago 


A leading authority on all forms 
of investments throughout the South 


591 
Date 
July, 1914 ...cccrcecereese 100 100 99 
January, 1923...........++2 225 225 103 
April 233 101 
October 219 94 
January, 1924.............. 278 236 95 
April 220 193 83 
October 195 188 91 
192 (96 
City and 
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Bank Safeguarded Bonds 


Banking institutions appreciate the worth of securities that have 
proven safe under all conditions and for a long period of years. 


Greenebaum First Mortgage Real Estate Bonds are made safe by a 
definite system of safeguards, applied by the Greenebaum Bank, which 
acts as Trustee and supervises every Issue until the last bond is paid. 
It is this system that has made possible an unequaled record—Three 
Score Years and Ten of Proven Safety. 


Let us explain how these sound securities can be profitably sold 
through your bank. 


Company 


Founded 1855 
Oldest First Mortgage Banking House 


Ownership identical with Greenebaum Sons Bank and Trust Company 
Combined Resources Over $35,000,000 


G 


HE obligations of this institution are selected as appro- 

priate and sound mediums for short term investment by 
alarge banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


Full information may be secured through usual banking 
channels, or by addressing Financial Sales Department, at 
any of our offices. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
224 West 57th Street, New York City 
Branch Offices: 


Kansas City 
Los Angeles 
Memphis Portland, Ore. 
Minneapolis St. Louis 
New York San Francisco 
Omaha Washington 
Canada 


Philadelphia 
Pittsburgh 


Cleveland 
Dallas 
Dayton 


Atlanta 
Boston 
Buffalo 
Charlotte 
Chicago Denver 
Cincinnati Detroit 


London, England 


Toronto, 


The Banker Had Never Thought of That 


ESTIFYING before a, committee of ment as I went into the smoker. He said, 
Congress having charge of the Treasury ‘I did not vote for this prohibition law; 
Appropriation bill, Commissioner of Pro- I never have been for it; I am not for it 
hibition Haynes told a human interest story now. I never expect to obey it. It was 


relative to a bank president who had con- I do not care who knows 
tempt for the law of the land. 

“You may be interested in a conversa- 
tion I had with a gentleman in a pullman 
car some time ago,” said Mr. Haynes. “I 
was in the smoker of a pullman, and there 
were two men there, splendid gentlemen, 
men of high station, evidently, and well- 
educated men. One of them made this state- 


foisted upon us. 
it.’ 

“Well, I sat down, and in the course of 
time, after the discussion had been going 
on some time, I had an opportunity to enter 
into it. It developed that this gentleman 
was on his way West to take a two months’ 
vacation. It also developed in conversation 
that he had a wife and two lovely daughters, 


one in high school and one in college. He 
had recently built a very beautiful home, 
costing about $100,000. He was an em- 
ployer of a large number of men in a fac- 
tory and was president of a bank. 

“Finally the opportunity presented itself 
for me to say to him, ‘Now, sir, I am inter- 
ested in your conversation, and I was won- 
dering about your going away on a two 
months’ vacation. Are you not afraid to 
be gone from a big business of that kind two 
months ?’ 

“*No,’ he said, ‘I live in a very normal 
community. What do you mean?’ 

“T said, ‘I thought possibly some incen- 
diary might apply a torch to your factory 
during your absence.’ 

“*No,’ he said. ‘We have good police 
protection, and there are high-grade law- 
abiding citizens living in our community, so 
there is no danger of that kind.’ 

“The conversation drifted on, and finally 
I said, ‘I understand you are also president 
of a bank which has large deposits.’ ‘Yes,’ 
he said, and he went on to say that the bank 
had deposits in the millions. 

“*You say you are going away for two 
months?’ ‘Yes.’ ‘Are you not afraid to be 
gone for such a length of time?’ ‘No.’ 
‘Well, I thought possibly you might be 
afraid that somebody might break into your 
bank and steal the money.’ 

“Then I went on and developed the idea 
along the line of the safety of his family 
and home during his absence, and finally he 
said, ‘I want to know what you are driving 
at?’ He did not know who I was. 

“T said, ‘When I came into the smoking 
compartment you were making the boast 
that you were not for the eighteenth amend- 
ment or for the Volstead Act, and not be- 
ing for it, regardless of the action of the 
people and of the Congress, that you would 
not obey this law because you did not believe 
in it. Did it ever occur to you that the 
Constitution is the basic law of the land, 
that in it you have all the security you pos- 
sess for the possession and safety of your 
property, your belongings, your family, and 
all the things you have? Now, here is this 
incendiary I mentioned; he perhaps has no 
regard for the law giving your property 
protection. He does not believe in your 
right to own property. Upon the same ba- 
sis you suggest, he would have an equal 
right to apply the torch to your factory 
and destroy it or to enter your bank and 
steal your money, because he does not be- 
lieve in the law protecting that property.’ 

“We had ag very friendly conversation 
along that line,’and the gentleman was good 
enough to change his attitude. He said 
he had never thought of the matter along 
that line, and it had never been presented 
to him in that light.” 


Coolidge Names Sinnock 

President Coolidge has named John R. 
Sinnock, of Philadelphia, as engraver at the 
United States mint at Philadelphia to suc- 
ceed the late George T. Morgan, who passed 
away early this year. The importance at- 
tached to this position by the government 
may be indicated by the fact that the Senate 
is required to confirm the nomination. 

Mr. Morgan was the author of many de- 
signs appearing on our national and com- 
memorative coins. 


Invest a 
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Bankers’ Acceptances 
(Continued from page 561) 


HE Reserve Banks are seeking to en- 

courage the creation of a broad accep- 
tance market. They stand ready to purchase 
bankers’ acceptances from the _ dealers 
under the condition that the acceptances 
will be repurchased from them within fif- 
teen days. In other ways they are endeav- 
oring to aid in developing a discount market 
where the holders of the acceptances may 
sell them without trouble at rates that do 
not fluctuate appreciably. The purchase and 
sale of bankers’ acceptances by banks as a 
means of keeping their cash position adjusted 
is being urged by some, who contend that 
this is a better way of handling the sec- 
ondary reserves than by the loan of tempo- 
rarily surplus funds on the stock exchange 
in the form of call loans. 

The high point of acceptance holdings is 
almost always reached during the latter 
part of the year, for it is at this time that 
the need for funds is most pressing in our 
foreign trade. The exports of our grain, 
cotton and other agricultural products at- 
tain their greatest volume during the fall 
months. There are more acceptances created 
than the market can absorb so the dealers 
and banks turn to the Reserve System’s 
reservoir. of credit. If it were not for this 
means of financing, the banks would have 
to obtain funds to meet these seasonal de- 
mands by rediscounting with the Federal 
Reserve Banks. Coming at a time when 
the demands of business and industry are 
strong, this need would lead to unnecessary 
borrowing if this means of meeting the 
seasonal shortage of funds did not exist. 
There is a delicate balance in the supply 
and demand of funds in the American money 
center, and if the adjustment could be made 
only by changes in the rates on money and 
the use of credits from the overseas money 
markets, there would be a wider seasonal 
fluctuation. But with the Reserve Banks 
standing ready to carry the acceptances cre- 
ated that the market cannot absorb, resort 
to changes in interest rates is not necessary. 
In the days antedating the establishment 
of the Reserve System, the periodic de- 
mand for more credit resulted in raising 
the interest rates; it now brings about an 
increased use of the Reserve Bank’s credit. 

The acceptance market, the annual report 
of the American Acceptance Council dis- 
closes, is approaching the billion dollar class. 
It was not numbered among our banking 
adjuncts ten years ago, but at the end of 
last year the principal American bankers 
had executed $821,000,000 in acceptances. Of 
these credits, nearly $600,000,000 had been 
arranged for the financing of import and ex- 
port movements. 

One interesting development now looked 
forward to is the coming of the day when 
acceptances will be offered in the American 
market ‘on international trade movements 
that do not even touch the shores of the 
United States. 

Its increasing importance will naturally 
direct more attention to the buying rates of 
our Federal Reserve Banks, which promise 
to play a large part in supporting the ac- 
ceptance market. 


The Sterling Mark of Banking 


is the Shawmut Indian—ex- 
pressing cordial and helpful 
relations between customer 
and bank. What the Shaw- 
mut Indian is doing for others 
he can do for you. Why not 
put him to the test? 


THE NATIONAL 


SHAWMUT BANK 


40 WATER STREET BOSTON, MASS. 


IN BUFFALO 


THE 
MARINE 


TRUST COMPANY 


Resources over One Hundred Sixty Millions of Dollars 


ELLIOTT C. McDOUGAL 
President 


NEMO IN PATRIA SUA PROPHETA EST 
NADIE ES ALCALDE EN SU PUEBLO 


So run the old Latin and Spanish sayings meaning that our abilities 
are never fully recognized in our own country. Like all proverbs 
there is one general exception which proves the accepted rule, and 
that is the Banking Business, where intimate knowledge of the people 
and country is a prerequisite to success. 

The secret of our successful handling of collections is the fact that 
we know drawees intimately and are therefore in a unique position 
to safeguard your interests. 


BANCO DE PONCE 


PONCE, PORTO RICO 


AMERICAN _BANKERS ASSOCIATION JOURNAL 


March, 1925 


Right Brigade 


(Continued from page 567) 


torily.’—Ogden. “50 cents is not enough’ — 
Oklahoma City. “Very successful.” — 
Omaha. “Removes unprofitable accounts and 
raises balances on majority.”—Philadelphia, 


unanimous opinion in the cities named. 
“Worthless accounts ciosed and _ small 
balances showed an improvement.”—Atlanta. 


. “> li lost any business.”— 
far as possible to give the prevailing practice o not Relleve we lect any busin 


bdiede Citi 4 , Chicago. “Had a valuable effect of closing “Charge desirable; loss of business small.” 
unprofitable accounts. Effected saving in Portland. ‘“Fine.”—Richmond. “Emphatic- 
ing at — Prac- bookkeeping department.” — Cleveland. ally for it.’"—San Francisco. “Should be 
“Great.”—Knoxville. “Charge should be more than 50 cents.”—St. Paul. “Every 
made by all banks.”—La Crosse. “Results bank should adopt.”—Salt Lake City, 

Banks That Make Charges are satisfactory and pay well for clerical “Marked success.”"—Spokane. “Would not 


go back to old system.”—Tacoma. “Good 
thing, but our charge is not enough.’— 


work of making charges.”"—Los Angeles. 
“Very desirable.’ — Minneapolis. “Very 


HE following are merely statements of 
opinion by officers of banks picked at 


random and do not purport to represent good.”—New Orleans. “Working satisfac- Toledo. (Concluded on bage 595) 
Initial Deposit Service Charge Initial Service Charge 
City Required City Deposit Required 
ALABAMA MONTANA 
Birmingham..... No minimum,* to $50 None Helena.......... Try to enforce $100 50c under $100 
ontgomery..... 25 Yone 
Lincoln.......... $50 50c under $50 
ARIZONA 50c under $50 if 2 or more Omaha.......... None, to $100 50c under $100 
Phoenix......... $100 checks and no checks. NEVADA 
mg Beach...... to $1 under 
Los Angeles...... $100 to $150 50c under $100 NEW JERSEY 50c under $100 
(S0c a month if falls below $50 Montclair....... None $1.00 under $100 
Oakland......... None to $50 and 3 or more checks drawn Newark......... None, to $100 50c under $100 
unless average is $200 Orange.......... None 
Pasadena........ None to $25 Oc under $50 
Sacramento...... 50 50c under $50 NEW YORK 
San een. None to $50 50c under $50 Albany.......... $100 $1.00 under $100 
San Diego....... $50 to $100 50c to $1.00 under $100 Binghamton..... None 50c under $100, but varies with 
San Prameiano. wes $100 50c to $1.00 under $100 number of checks 
San Jose......... $50 50c to $1.00 under $50 New York....... $200 $1.00 under $200 
Rochester....... $100 Varies with balance and activity 
COLORADO Syracuse........ None, to $50 $1.00 under $200 more than 
Colorado Springs. None 4 checks 
No minimum, to $100 50c under $100 NORTH CAROLINA 
Charlotte........ None, to $50, _— None 
CONNECTICUT exceptions. 
Hartford........ $100 50c under $100 NORTH DAKOTA 
Waterbury....... None 50c under $50 ee None 50c under $50 
DISTRICT OF COLUMBIA OHIO 
Washington...... $100 None, to 50c under $100 Akron........... $100 $ 4 None ; 
. 1.00 under $100 unless $300 
FLORIDA ee to $1.00 depending on Cleveland. ...... $100 { savings account 
Jacksonville None to $50 activity Columbus....... $50 50c under $50 
a Mansfield....... None, to $50 None 
Tampa.......... $50 None Springfield....... None, to $25 None 
connects Toledo........ $50 50c under $50 
Atlanta......... None, to $100 50c under $100 OKLAHOMA 
Columbus....... None, to $25 50c under $100 Ottahoma City... $100 50c ates $50 
ILLINOIS 
Chicago......... None $1.00 under $300 OREGON 
Deaville 950 Portland........ None 50c under $100 
unde: 
fan... None, to $50 50c under $50 PENNSYLVANIA 
Philadelphia... .. $200 None, to 50c under $200 
sland..... nder 
Springfield ebeieien None, to $50 None SOUTH CAROLINA 
nepeisns Greenville....... None, to $50 None 
Rarel SOUTH DAKOTA 
None Sioux Falls. ..... None 50c under $50 
Indianapolis. . reer None, to $25 one TENNESSEE 
South Bend.. $50 None Knoxville. ... None 50c under $100 
Terre Haute..... $50 None Memphis........ None, to $25 None 
IOWA TEXAS 
Davenport....... None 50c under $100 Beaumont....... None, to $50 None, to 50c under $50 
Des Moines...... None, to $50 50c under $100 Dallas........... $50 None, to 50c under $50 
Dubuque........ $50 to $100 None El Paso......... None 50c under $50 
Sioux City....... None 50c under $100 Galveston....... None, to $25 None 
KANSAS WORD. None, to $25 Noe 
Kansas City..... None. to $50 None None water 0004 checks 
ichi under see under 1 
Wichita......... one, to $1 Sat Lake City. $100 $1.00 under $100 
LOUISIANA VIRGINIA 
New Orleans... None 50c under $100 Richmond....... None 50c under $50 if 5 checks 
MAINE WASHINGTON 
Portland........ None By one bank only ttle $100 50c under $100 
pokane......... one 25c under $100 
MASSACHUSETTS N to 9500 $1.00 under $200 Tacoma......... None, to $100 50c under $100 
Holyoke one 50c under $50 WISCONSIN 
ringfield....... $100 Yes, if borrowing Green Bay....... $25 None 
eee senues $100 50c under $100 La Crosse....... $100 50c under $100 
Madison......... None, to $100 Students’ accounts only 
MICHIGAN ™ a ~ Milwaukee....... None, to $100 Rarely 
ay City........ one, to one WYOMIN 
Detroit.......... $100 to $200 None, to 50c under $100 
Kalamazoo $50 50c under $50 Casper $50 None 
Lansing......... $50 50c under $50 
Saginaw......... $25 to $50 None 
*References such as “No minimum, to $50,” “No, to under $50,” and 
eee None $1.00 under $100 “None, to 50c under $50,” imply that the reports from banks in the same 
St. — aes None 50c under $100 and $1.00 un- city did not agree, indicating a varying practice. “No minimum to $50’ 
aoe Pee { der $200 means that the same banks require no minimum for opening accounts 
MISSOURI while others require $50. 
t. Joseph....... under 
St. Louis........ None, to $300 By one bank only 
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Banks Not Charging 


“6G HOULD be made but competition 
doesn’t permit.”—Austin, Tex. “Mat- 
ter has been discussed but no definite action.” 
—Dayton, Ohio. “Approve plan if generally 
entorced."—Denver. “Think charge should 
be made but have postponed action.”—Du- 
luth. “Don’t believe there is much in it.”— 
Birmingham. “Think it should be made.”— 
Evansville, Ind. “No concerted action could 
be gotten and matter was dropped.”—Fort 
Worth. “Something should be done to cor- 


rect present system.”—Harrisburg, Pa. “In- 
clined to favor it.”—Houston. “Good, if it 
could be unanimous.”—Indianapolis. “Clear- 
ing House is considering.”—Little Rock. 
“Opposed to plan, believe effect bad.”—Mem- 
phis. “Good, but our city too small to act 
without cooperation of the banks.”—Mobile. 
“Favor it.’— Montgomery, Ala. “Un- 
doubtedly only solution; have been advocat- 
ing.”—Nashville. “Can’t come to agree- 
ment.”—Norfolk. “For it, believe it will 
have to come.”—Springfield, Mo. “Posi- 
tively in favor.”—Trenton, N. J. 


The McFadden Banking Bill 


THOMAS B. PATON 


General Counsel, American Bankers Association 


E McFadden bill (H. R. 8887), 

which passed the House on January 

| 14 and was reported with amend- 

ments to the Senate by the Committee on 

Banking and Currency on February 6 and 

debated for several days in that body, has 

failed to pass the Senate because of the con- 

gestion of subjects of legislation in the clos- 
ing days of the session. 

The McFadden bill, as modified by the 
so-called Hull amendments relative to 
branch banking, was unanimously indorsed 
and its passage urged by the American 
Bankers Association at the last convention. 

As passed by the House, the bill was in 
the form advocated by our Association. It 
sought to accomplish two important things— 
to grant necessary relief to national banks 
and to safeguard the independent system of 
banking by checking the further growth of 
branch banks. To epitomize its provisions, 
it provided for direct consolidation of a 
state with a national bank; gave greater lee- 
way in the purchase of a building site; per- 
mitted smaller capital in outlying city dis- 
tricts; legalized the payment of stock divi- 
dends; legalized the position of Chairman of 
the Board of Directors; amended and clari- 
fied the law with regard to loan limits to 
borrowers; added certain agricultural credit 
liabilities to the total limit of indebtedness; 
amended the law punishing illegal certi- 
fication of checks; permitted verification of 
reports by Assistant Cashier or Vice-Presi- 
dent in the absence of President or Cashier ; 
amended the law with regard to redis- 
counts; authorized safe deposit business; 
punished theft by an’examiner of a mem- 
ber bank; liberalized the provisions for 
loans upon real estate security and author- 
ized national banks to engage in the invest- 
ment business. 

The provisions relative to branch banking, 
granted to national banks the privilege of 
having branches in cities with certain limits 
as to population but only in those states 
where ‘state banks are now permitted to 
have branches and only so long as such per- 
mission continues; as to all the other states 
national bank branches were prohibited even 
if a state hereafter permits branch banking. 
In the’ case of a state bank consolidated 
with a national bank it could not retain its 
outside city branches and could have no sub- 
sequent city branches in states not now 
permitting branch banking. Where state 


banks are converted into national banks, 
the present law allows the state bank to re- 
tain its branches. Under the bill as passed 
by the House, a newly converted bank must 
give up outside city branches and in all 
states not now permitting, but which might 
hereafter permit branch banking, a state 
bank hereafter converting into a national 
bank could not retain future branches. 

With regard to state banks which may 
hereafter join the Federal Reserve System, 
the House bill required that they give up 
all their branches outside the city and in 
states which do not now permit branch 
banking, a state bank applying for member- 
ship must give up all subsequent .branches, 
city or state-wide, should any such have 
been established by reason of future state 
permission. 

Furthermore, state banks now members 
of the system, while permitted to retain all 
branches they have, could not hereafter es- 
tablish branches outside of cities but could 
have city branches, limited as to popula- 
tion, in states now permitting branch bank- 
ing, without the approval of the Federal 
Reserve Board. In other states members 
could not have even city branches, although 
the state should hereafter permit branch 
banking. The above is a’ summary of the 
bill as passed by the House. 

As reported to the Senate by its Banking 
and Currency Committee, the branch bank 
provisions of the bill were changed in a 
number of particulars. All the restrictions 
as to branches of state bank members, 
present and prospective, were removed and 
the provisions as to branches of consoli- 
dated and converted state banks were liber- 
alized. While a consolidated or converted 
state bank could not retain any branches in 
states not now permitting branch banking, 
yet branches established by such bank in a 
state which, at the time of approval of the 
act, by law, regulation, or usage with official 
sanction authorized branch banking and 
lawfully retained when the consolidation or 
conversion was effected could be continued 
by such consolidated or converted bank. 
This would allow outside city branches in 
such case. To the provisions of the House 
bill allowing city branches of national banks, 
limited as to population, in states which 
now allow branch banking, was added a 
proviso that no branch can be established in 
any part of a state to which the state law 
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Plate Glass Signs 
of Chipped Gold 
or Chipped Silver 


“R & E” Chipped Gold or Silver 
hea’ led 
in 


wiping 

p cloth clean 
and brilliant. The lettering is under 
the glass, so never wears 0: Various 
effects are secured by different methods 
and enameling—all done 
by expert workmen, insuring 


When writing for prices, state 
whether signs are to be placed in- 
side or outside, size, and lettering 
wa: 
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RAWSON @ EVANS CO. 
Spectalists in Bank Signs Since 1892 
704-708 W. Washington St., 
CHICAGO 


We have 
at all times a 


comprehensive list of 
COUNTY BONDS 
CITY BONDS 


SCHOOL BONDS 


IMPROVEMENT 
BONDS 


Yielding 4 to 6% 


General or Special 
Circulars on Request 
Single bonds or entire 


issues sold 


SheHanchelt Bond 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York St. Louis Detroit 
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The Atlanta and Lowry National Bank 


ATLANTA, GEORGIA 


The Oldest National Bank in the Cotton States, Founded in 1865 


And Its Affiliated Institution 


THE TRUST COMPANY OF GEORGIA 
The Oldest Trust Company in the State, Founded in 1891 


Combined Capital, Surplus and Undivided Profits, $11,000,000.00 


Offer every modern facility for the prompt and efficient transaction of all forms of 


Commercial Banking and Trust Business 


ROBERT F. MADDOX, Chairman of the Board 


BANK EMPLOYEES WANTED 


To sell the Safe Guard Check Writer to Depositors 


during their spare time. 


We have an interesting 


proposition whereby you can increase your earn- 


ings considerably. 


Write for particulurs today. 


ADDRESS SALES DEPT. 


THE SAFE GUARD CHECK WRITER CO. 


5 Beekman Street 


A much traveled young Frenchman of good 
family, now learning the cotton business in 
Texas, is desirous of acting as chauffeur, 
interpreter, secretary or make himself gen- 
erally useful to any one making a long 
automobile trip in any country anywhere, 
commencing not before March. Speaks 
French, English, German, Spanish. 

Can furnish first class references from 
best sources in the United States. 

Address: Armand, 1026 Cotton Exchange, 
Houston, Texas. 


relating to branch banking does not extend 
and a further provision empowering the 
Comptroller of the Currency to authorize 
branches in cities, boroughs, towns and vil- 
lages contiguous to the municipality if they 
in fact constitute with it a single commer- 
cial community. 

The real estate loan provision as passed 
by the House was also changed to permit 
a national bank to loan up to one-half in- 
stead of one-third of its savings deposits, 
the word “savings” being substituted for 
“time.” 

The bill not having passed the Senate, it 
is needless to speculate how these differ- 
ences would have been reconciled between 
House and Senate had the bill gone to con- 
ference. The attitude of the American 
Bankers’ Association has consistently been 
to support the bill as modified by the Hull 
amendments in accordance with the resolu- 
tion adopted at the Chicago Convention. 
The bill as passed by the House was in ac- 
cord with such resolution. 


NEW YORK CITY 


THOMAS K. GLENN, President 


Federal Bill Straps 


Made of heavy Kraft 
Sanitary Adhesive 
Stick quickly—Hold securely 


Sold by 
700 Bank Stationers 
Write for 
Complete Catalog of 
Coin Wrappers 
olin 
Lead Seals 
Coin Trays 
Wrapper Cabinets 


The C.L.DOWNEY CO. 


941-943 CLARK ST. 
CINCINNATI, OHIO. 


Dangerous Expansion Not Threatened 


‘THE significance of the advance in the 
New York Federal Reserve Bank’s re- 
discount rate from 3 to 3%4 per cent may be 
easily exaggerated, the National City Bank 
of New York in its monthly letter, prepared 
by George E. Roberts, states. 

Discussing this situation, the bank set 
forth that the rate had been advanced one- 
half per cent after standing since last Aug- 
ust 8 at 3 per cent. 

“The course of events for several months 
has been toward higher rates for credit and 
open market rates have been stiffening,” it 
said. “The demand for money has been in- 
creasing, gold exports have been depleting 
the New York reserves, and now the sea- 
son of the year has arrived when interior 
balances in New York usually are reduced. 

“Rediscounts at the twelve Federal Re- 
serve banks increased from $202,700,000 on 
January 21 to $433,800,000 on February 25, 
and of this $231,000,000 increase, approxi- 
mately $190,000,000 was at the New York 
bank, and was mainly due to the depletion 
of member bank reserves by gold exports. 
In fact, rediscounts fell off slightly at all the 
Reserve banks west of Cleveland and Rich- 
mond. 

“The Reserve Bank of New York has 
been the only one of the Reserve banks, 
and the only central bank in the world main- 
taining during the past year a discount rate 
of 3 per cent. The rate at the Boston, 
Cleveland, Richmond and San Francisco Re- 
serve banks has been 3% per cent and at the 


other Reserve banks 4 per cent. In view of 
the fact that the brunt of gold exports has 
fallen upon the New York bank and that 
the Reserve banks have been reducing their 
security holdings in this market, not to speak 
of the signs of more active business, it was 
quite in order to bring the New York rate 
up to at least 34%. Under the circumstances 
it is easy to exaggerate the significance of 
this advance, and the tendency to do so 
shows an undue inclination to discount the 
future. The change reflects recovery from 
the stagnant conditions of last summer, but 
3% per cent is still the lowest rate in the 
world for money and its adoption ought not 
to be interpreted as a warning that a state of 
dangerous expansion is threatened. There 
should be an opportunity to enjoy normal 
conditions without alarm.” 


Savings Assets 
(Continued from page 560) 


expense, and the ratio of the profits to the 
income. It is the first to protect against the 
shortcomings or inefficiency of management, 
or of any other business trouble. The bond 
house that does not do this, or that on the 
contrary, seeks to “scalp” its own securities 
and break down the market on issues it has 
placed, is not a friend of the savings bank, 
and when dicovered, should be placed on the 
prohibited list. 
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